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We are excited by the continued momentum within the modular
sector and across all of the various markets in which we operate.
Our path of engoing growth and transformation is clear...

— Gerry Holthaus,
Chairman | President | Chief Executive Officer

Williams Scotsman International, inc.

Dependable. Reliable. Efficient. Professional.

These are the wards used by customers to describe Williams Scotsman according to a 2006
Customer Satisfaction Survey conducted by McGraw-Hill Construction Research. The survey also

highlighted that:

e 37% of Wilhiams Scotsman's customers have a positive opinion of the company
°  93% would strongly recommend Williams Scotsman to others
°  B7% would reuse Williams Scotsman products in the future

e B0% consider Williams Scotsman to be their “preferred vendor”

Williams Scotsman listens to the “Voice of the Customer”.

Our commitment to their satisfaction is, and always will be, the basis for our continuing success.




To My Fellow Shareholders:

With the completion of our first full year as a publicly traded company, we can look back upon
2006 as one of growth and transformatian.

In addition to excellent financial performanca and an expanded capital base, we set the stage
for our next phase of growth with significant international acquisition activities and customer
communications imtiatives. Coupled with the completion of our strategic planning process
focused on 2007 — 2009, we are prepared to capitalize on the strong growth epportunities and
upside potential of the modular space marketplace.
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Focusing on Performance
Our financial results for the year exceeded our expectations on all fronts. From revenue, EBITDA, and net income to earnings per share
and leverage, our business delivered outstanding results. In fact, we ended 2006 with our ninth consecutive quarter of year-over-year
double-digit EBITDA growth, as well as a significantly improved leverage ratio. In our core leasing business, we continued to expand our
lease fleet and produced healthy increases in the average rental rate. Along with fleet utilization improvements, these trends resulted in
significant gains in aur leasing margins. And the growing demand for and acceptance of modular structures from customers who require
a permanent space solution drove strong results in our sale business.

We are particularly excited about the new levels of customer diversification achieved in 2006, both within the United States and on the
broader international stage. In North America, we see continued positive underlying fundamentals in the core industries that we serve
and we are encouraged by evolving appartunities in other sectors, particutarly the Healthcare arena. Additionally, long-term projects in
Canada’s robust Oil & Gas sector portend sustained demand for our workforce camp product line. And expanding product applications,
along with healthy demographic and economic trends, cause us to be very optimistic about our continued investment in the emerging
Mexican marketplace.

The maost significant expansion of our international footprint was the acquisition of Wiron Construcciones Modulares, based in Madrid
with 14 branches across Spain. With the world's eighth largest economy and strong modular adoption trends, Spain becomes the ideal
initial European foundation for our company. Integration activities are well-underway, as is the cross-border analysis and cross-pollination
of product applications and innovations.

Expanding Capital Structure

A successful secondary offering of our common stock in May of 2008, together with an additional issuance of fixed rate senior notes,
reflect the continued confidence of the capital markets in our company’s business model and further strengthened our capital position.
As a result, we now enjoy an increasingly diversified investor base. We have enjoyed meeting with many of our investers throughout the
year to discuss our business, and are grateful for the continued interest in our company,

Leveraging Leadership and Experience

Having surpassed the 50 year milestone in 2005, Williams Scotsman is an acknowledged leader in fleet diversity, operational scale, staff
experience, and customer relationships. With ongoing investments in product acquisition, fleet refurbishment, information technology
platforms, and process improvement initiatives, we challenge ourselves to set the bar ever higher.

But we recognize that the most important ingredient of our market success is the quality and passion of our people. | want to thank each
and every employee at Williams Scotsman for their commitment to serving our customers and creating the experience that fuels long-term
customer relationships. With leadership comes responsibility, and we appreciate the ceonfidence of the many customers who have come
to rely upon us to provide the space and services that help their businesses succeed and thrive.

Furthermare, without our network of factory-partners, we would not be able to fulfill market demand and exceed customer expectations.
We truly appreciate their coltaboration and commitment.

We are excited by the continued momentum within the modular sector and across all of the various markets in which we operate. Qur
path of ongoing growth and transformation is clear, and we approach this coming year with a strong sense of mission and enthusiasm.

Gerry Holthaus

Chairman | President | Chief Executive Dfficer
Williams Scotsman Internatienal, Inc.




Transforming the way organization

Williams Scotsman is a leading provider of mobile and modular space

solutions for the Commercial, Education, Construction, Healthcare,
and Government markets. In addition to the breadth of our products
and customer base, what makes Williams Scotsman unique is our
ability to serve local markets through more than 100 branch locations

throughout North America and Spain, while leveraging a corporate

infrastructure for back office efficiencies. Qur 2,000 employees in

those offices are recognized as the finest in the business Williams

Scotsman operates a fleet of over 115,000 mabile cifices. section

modulars, relocatable classrooms, and storage containers. We combine

the strength and efficiency of an international network with the

responsiveness and keen insight of a local market presence to

effectively serve our customers.

In fact, a recent independent survey showed that 93 percent of
Williams Scotsman's customers would refer the company to others.
Demand for {lexible space solutions continues to grow. Among the
factors driving this trend are the overcrowding of our schoals, shifting
faciltties requirements within our healthcare systems, military base
relocation, and the steady flow of commercial projects. In addition to
growth within our existing customer hase, Williams Scolsman

continues to pursue several key expansion oppertunities.




manage space planmng
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*$ Williams Scotsman listened carefully to our

needs. Often, we didn’t know what we

wanted or what our needs were.

Williams Scotsman helped us define them. *°

— Giles Njumbe, Project Office Engineer for

Parsons Brinkeroff




Expanding through diversification
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¢ Williams Scotsman stands heads above their

competition. In addition to being able to

supply us and our vendors with all kinds of

construction products for our project, they

even let us occupy their offices and confer-
ence room for several months while our

facility was being built. *’

— Jim Bennett, Senior Design Manager for Grande Lakes Resort




and

innovation

Education

As a result of increasing demand for temporary classroom space and a
trend towards purchasing through statewide cooperative agreements,
Williams Scotsman provides a one-stop shopping experience for school
districts and local governments nationwide. Williams Scotsman offers
both leasing and sale solutions for mobile and modular space, from
portable classrooms and storage containers to custom permanent modufar
buildings and site work. According to McGraw-Hill Construction, many U.S.
states project increases in K-17 student enrollment aver the rext ten years.
A survey conducted by the National Institute of Governmental Purchasing
reported that 83 percent of public procurement officials use cooperative
agreements, with 48 percent citing time and cost savings as the two key
benefits of incorporating pre-negotiated contracts into the buying process.

Sustainable classroom designs are becoming increasingly important to
school districts across the country. Currently, Williams Scotsman is investing
in research and development to address the influence of sustainable
design on the mabile and madular classrooms of the future. The company's
unique approach balances new technology and design concepts with
affardable malerials to ultimately create better learning envircnments

Construction

The non-residential construction sector accoumts for approximately 28
percent of Williams Scotsman's business. Favorable non-residential
construction trends sustain our mobile oifice, storage container, and modular
building business. According to Statistics Canada, the Alberta and British
Columbia provinces accounted for more than 80 percent of Canada’s total

growth in non-residential building project investmeant in 2006. In addition,
new manufacturing facilities in the U S. are expected to rise more than 6 percent
in 2007, as companies move to replace aging facilities and implement
advanced avtomation technology.

Twe of the most important considerations in the construction husiness are
time to occupancy and quality of structure. Mare than 50 percent of modular
building construction oceurs off-site in a factory environment, controlling
guality and expediting completion. Site work, including preparation,
foundations, and utilities, happens while the building's modules are being
fabricated in the factory. Individual modules are then shipped to the construction
site for final installation. The end result is a facility that is cccupied mare
quickly than with conventional construction methods - often in half the
time - so clients are able to move in faster and get down to business
sooner.




Responding to the rapidly changing needs

Healthcare

As modular construction becomes more widely accepted for permanent
applications, breader applications in the healthcars sector are emerging.
Aging population and deteriorating healthcare facilities require increased
speciatization of medical procedures, and inngvations in equipment technalogies
require modern, customized facilities not always found in conventional
healthcare settings. Williams Scotsman incorporates tha best in therapeutic
design from critical actess hospitals, imaging and dialysis centers, and
dentists” offices to medical clinics and labs. Modular space offers speed and
flexibility, without sacrificing design quality, to mest the ever-changing
needs of staff and patiants, as healthcare trends toward outpatient care
practices. In addition, modular dasign and building techniques are well suited
to meet the needs of smaller hospitals to deliver modem, cost-effective
medical services to their communitias.

0il & Gas

Williams Scotsman maintains a strong footprint within Western Canada's
oil and gas markets, particularly in the Alberta province, where substantial
spending on Oil Sands projects is expected over the next 10 years, In other
areas of Canada, major invesiments are expected within the petroleum
refinery industry. Increasing investments in energy facilities will require
additional workers to meet production demands. Recagnizing the need for
work force camps at drill sites, Williams Scotsman’s Canadian operation
provides an array of specialized products for oil, gas, and mining customers
that are designed 1o meet extramely rigorous conditions. In othar parts of
North America, & surge in ethanol plant canstruction is also predicted, as
businesses seek to reduce dependence on foreign oil.

Government

Over the next saveral years, the U.S. government will engage in significant
military facilities construction and renovation as a result of Base
Realignment and Closure, Global Defense Realignment, and Army
Transformation initiatives. In 2008, the military’s focus progressed towards
streamlining ail aspects of the military construction process, and this focus
Is expected to continue for some time. Williams Scotsman’s innovative
modular construction approach complements the government’s need for
fast, safe, and cost-effective buildings. From base headquarter offices to
army barracks and training centers, Williams Scotsman is positionad to
deliver quality modular buildings in support of the military's infrastructure
goals. Additionally, the company aids in the rehabilitation of facilities with
convenient and quick mobile offices and section modulars.
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*¢ Williams Scotsman did a tremendous job in
designing and completing our medical project.
It was a team effort and | am very pleased to
recommend their services. Our project
leader was very professional and provided us
with outstanding support and advice. This

project was on time and within budget. *’

— Michael 5. Richard, Chief Financial Officer for South Texas
Medical Clinics




A clear vision for growth

International

Williams Scatsman has ventured into Eurape by way of 2 strategic investment.
In August 2006, Williams Scotsman acquired one of the largest modular
space providers in Spain. Wiron Construcciones Modulares operates a
national footprint of 14 branch locations, with a current total fleet of nearly
15,000 mobile units. Wiron serves a customer base and offers product

applications that clusely mirrer those of Williams Scotsman's U.S. operation

The company anticipates significant growth opportunities provided by the
Spanish economy, now the eighth largest in the world, and views Wiron as

& platform for future opportunities across Europe.

Mexica’s emergent ol and gas industry, coupled with other favorable eco-

nomic sectors, provides yet another international growth engine for
Williams Scotsman. The country’s maturing econamy and favorable poputation
dynamics provide an excellent opportunity for Witliams Scotsman to capture
leadership of a fragmented modular marketplace. Through a combination of
strategic acquisitions and product fleet investments, the company has doubled
its fieet assets over the past twe years. While proporticnally small relative

to the company's operations in other gecgraphies, Mexica is poised to make

significant contributions to the company's future success.
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SAFE HARBOR STATEMENT—CAUTIONARY NOTICE REGARDING
FORWARD LOOKING STATEMENTS

Some of the statements in this Form 10-K for the year ended December 31, 2006 constitute “forward-
looking statements” as that statement is defined under the Private Securities Litigation Reform Act of
1995 and releases issued by the SEC and within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Such forward-looking statements include the
discussions of our business strategies and our expectations concerning future operations, margins,
profitability, liquidity and capital resources. In addition, the words “anticipates,” “believes,” “estimates,”
“secks,” “expects,” “plans,” “intends” and similar expressions, as they relate to us or our management, are
intended to identify forward-looking statements. Although we believe that such forward-fooking
statements are reasonable, we cannot assure you that any forward-looking statements will prove to be
correct. Such forward-looking statements involve known and unknown risks, uncertainties and other
factors, which may cause our actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking statements.
Such factors include, among others, the risks discussed in “Risk Factors” as well as risks associated with:

* substantial leverage and our ability to service debt;

s changing market trends in the modular space industry;

¢ general economic and business conditions including a prolonged or substantial recession;
s our abilily to finance fleet and branch expansion and to locate and finance acquisitions;

¢ our ability to implement our business and growth strategy and maintain and enhance our
competitive strengths;

+ our ability to obtain financing for general corporate purposes;
« intense industry competition;
s availability of key personnel;

» industry over-capacity; and

changes in, or the failure to comply with, government regulations.

As a result of these uncertainties, you should not place undue reliance on these forward-looking
statements. All future written and oral forward-looking statements attributable to us or any person acting
on our behalf are expressly qualified in their entirety by the cautionary statements contained or referred to
in this section. New risks and uncertainties arise from time to time, and it is impossible for us to predict
these events or how they may affect us. We assume no obligation to update any forward-looking statements
after the date of this Form 10-K as a result of new information, future events or developments, except as
required by federal securities laws.




PART I
Item 1. Business

General

Founded more than 50 ycars ago, we believe we arc the largest provider of modular space solutions in
North America. Operating through our network of 88 branch offices in North America, we provide high
quality, cost effective modular space solutions to a diversified client basc of over 30,000 customers in
multiple industries including construction, education, commercial and industrial, government, and
healthcare. Our products, which include mobile offices, modular classrooms and other multi-unit modular
structures, offer our customers flexible, low-cost, and timely solutions to mect their temporary space needs
on an outsourced basis. We also provide portable storage solutions and we believe we are the third largest
portable storage company in the United States. Qur current North American modular space and portable
storage lease tlect consists of approximately 102,000 units. During 2006, we have expanded our footprint
outside of North America with our acquisition of Wiron Constructionnes Modulares, S.A. (Wiron), one of
the largest modular space providers in Spain with 14 branch locations adding approximately 14,500 units to
our fleet. In addition to leasing, we offer both new and used units for sale and provide delivery, installation
and other ancillary products and services. As of December 31, 2006, we had invested a total of $1.4 billion
in our lease fleet. For the year ended December 31, 2005 and 2006, we gencrated revenues of
approximately $592 million and $681 million, respectively.

Our business modet is primarily focused on leasing rather than selling our units. We believe our
lcasing model is highly attractive because our leasc fleet:

* generates recurring revenues from our units leased to customers with an average lease duration of
approximately 28 months;

* has average monthly lcasing rates which recoup our average unit investment in less than 4 years;
e maintains a high utilization level that has averaged 82% over the last 10 years;

e consists of units with useful lives generally approximating 20 years which retain substantial residual
values throughout these periods; and

¢ produced atiractive leasing margins of 57% for 2006.

Since 1997, we have doubled the size of our fleet and increased the size of our branch network, both
organically and through selective strategic acquisitions. As a result of these and other factors, from 1997 (o
2006, we were able to increase our revenugs at a compound annual growth rate, or “CAGR,” of 14.1%.

Our North America modular space fleet consists of approximately 78,000 modular space units, which
are generally comprised of standardized, versatile products that can be configured to mect a wide varicty of
customer needs. All of our modular space units are intended to provide convenient, comfortable space for
occupants at a location of their choosing. The units are fitted with axles and hitches and are towed to
various locations. Our units arc generally wood or aluminum framed, mounted on a steel chassis, contain
materials used in conventional buildings and are equipped with air conditioning and heating, electrical
outlets and, where necessary, plumbing facilities. For many applications, our units can be combined into
multi-unit configurations to meet the space needs of our customers. We belicve that our units are durable,
flexible and gencrally rent based upon condition rather than age. As a result, our units retain most of their
initial value over their uscful lives. Over the past ten years, we have sold modular space units from our
lease fleet at an average gross margin of 24.4%.

Our North America portable storage fleet of approximately 24,000 units is primarily comprised of
steel containers which address the need for secure, temporary, on-site storage of customer goods on a




flexible, low-cost basis. We believe that our portable storage fleet provides a complementary product to
cross-sell to our modular space customers, as well as to serve new customers.

In addition, we have approximately 14,500 units in our Spanish subsidiary, most of which are modular
space units.

History

We were incorporated under the laws of Delaware in November 1993 for the purpose of acquiring
Williams Scotsman, Inc. (“Scotsman™). Scotsman was formed by the 1990 merger of Williams Mobile
Oftices, Inc. and Scotsman Manufacturing, Inc. Our predecessor companics were founded over 50 years
4go. Subscquent to the merger, we made the strategic decision to close our manufacturing facilities and
focus on core leasing activities,

During 2005, we completed an initial public offering of shares of our common stock. Net proceeds of
the initial public offering to us were approximately $223.1 million. In May 2006, we completed a secondary
offering of our shares of common stock. Net proceeds of the secondary offering to us were approximately
$51.5 million. We have significant cquity owners, including related parties of The Cypress Group L.L.C.
(“Cypress”) and Keystone, Inc. (“Keystone”). These parties participated in our 1997 recapitalization in
which an investor group, which includes related parties of Cypress and Keystone, invested equity of $135.0
million. As of February 28, 2007, related parties of Cypress and Keystone beneficially own in the aggregate
approximately 28% of the outstanding shares of our stock.

Since the 1997 recapitalization, we have made four significant acquisitions and a number of smaller
acquisitions to complement our internal fleet growth and branch expansion. We acquired Space Master
[nternational, Inc. on September 1, 1998 for total consideration of $272.7 million, adding approximately
12,800 modular space units to our lease fleet. On February 1, 1999, we acquired Evergreen Mobile
Company with a 2,000 unit modular space fleet, for $36.2 million. On March 26, 2004, we acquired nearly
3,800 modular Division of State Architect (“DSA™) classroom units located in the state of California from
Transport International Pool, Inc. (d/b/a GE Modular Space) for approximately $43.5 million. On
August 18, 2006, we completed our acquisition of Wiron for $53.1 million, adding approximately 14,000
units.

Industry Overview

The Modular Building Institute, in its State of the Industry 2006 report, estimates that U.S. modular
space industry dealers generated in excess of $3.0 billion of leasing and sates revenues in 2005. The
industry has expanded rapidly over the last thirty years as the number of applications for modular space
has increased and recognition of the product’s positive attributes has grown. By outsourcing their space
needs, customers are able to achicve flexibility, preserve capital for core operations, and convert fixed costs
into variable costs. Flexibility and reusability are the hallmarks of modular buildings. Unlike structures
built on-site which generally have a fixed utilization and occupancy design, a modular product is not site
specific and can be reutilized. It is not unusual to have modular buildings serve a wide variety of users
during their life spans. The industry remains highly fragmented, and we believe that we and GE Modular
Space are the largest providers in the industry.

Companies within the modular space industry typically offer three major product types: single-wide
modular space units, section modular space units and modular classrooms,

* Single-wide and section modular space units are used in a variety of customer applications,
including field offices at construction sites, rental facilities, hospital diagnostic annexcs, special
events headquarters, golf pro shops and larger general commercial offices. These units are typically
very versatile and easy to install, enabling the provider to respond quickly and efficiently to




customer needs. Customers are likely to base their leasing decision on product availability and
price. As a result, we believe that providers must have a ready-to-lease fleet of standardized
products located throughout a network of local branches to be successful. The section modular units
are comprised of high-end modular units that are grouped in specialized configurations to meet a
varicty of nceds for corporations, federal, state and local governments and other entities. The multi-
unit complexes are used for a variety of applications such as gencral office space, healthcare
facilitics, military installations, workforce housing and detention facilities. We believe that this
product category will continue to expand as the flexibility, affordability and portability of modular
solutions arc employed to mect a widening range of customer nceds.

* Modular classrooms serve the education market and are generally double-wide units that have been
configured to scrve as classrooms, computer and science labs and media centers, among other
applications. Educational units are leased to school districts, which typically demand quality units
supported by a high level of customer service and local knowledge. Demand for modular classrooms
has continued to increase due to (1) an increasc in state and local initiatives governing maximum
class sizes, (2) pressures to find cost-effective ways to expand classroom capacity, (3) increased
interstate and intrastate migrations necessitating rapid expansion of education space in particular
regions or localities, (4) the continued growth of the school age population and (5) facility
modernization. As the popularity and use of modular classrooms expand, we believe that customers
are increasingly turning to large scale providers capable of delivering units with high acsthetic
appeal, the structural strength to withstand long-term use by students, high air quality standards and
timely maintenance of units on an ongoing basis.

We arc also a major participant in the U.S. portable storage industry, and although there are, to our
knowledge, no publicly available estimates of the size of the industry, management believes the size of the
portable storage industry is expanding duc to increasing awarcness of the advantages of portable storage.
The portable storage industry provides customers with a flexible and low-cost storage alternative to
permanent warchouse space and fixed-site sclf storage by addressing the need for security, convenience
and immediate accessibility. Portable storage products arc primarily on the ground containers. These
containers are primarily steel and range from 20’ to 40’ in length and arc typically uscd as ground entry
storage containers, Portable storage units are delivered to the customer™s location in order to address the
need for sceure, temporary, and convenient storage on a flexible, low-cost basis. The portable storage
industry is also highly fragmented with the largest provider in the industry being Mobile Mini, Inc,

Competitive Strengths

Market Leadership with Significant Scale. - We believe we are the largest provider of modular spacce
solutions in North America and that the Williams Scotsman brand has strong market awarcness. We are
one of the only industry participants with an extensive, nationwide branch nctwork, with breadth and depth
of flect at the local level, and with the technicat expertise and operational capabilities that can provide a
full range of solutions including mobile offices, modular classrooms, and larger commercial applications.
Our extensive footprint has enabled us to attract over 300 national account customers who prefer the
convenience of working with a single source in multiple geographies. Additionally, our over 50 years of
opcrating history and scale have enabled us to develop a favorable relationship with our suppliers and
customers.

Customer Service Focus.  We believe that the leasing of modular space is a service oriented business
that requires significant local market presence and infrastructure, Customers seek to do business with
modular space providers that maintain a readily available, high quality lcasce fleet, and provide full service
capabilities. Our branches are staffed with sales personnel who work with our customers to define and
solve their space needs. We also maintain a full-service support staff at the local level to prepare units for
lease. to deliver and return units, and to maintain units while on lease. We have over 1,700 sales and




service personncl at our branches and managed over 121,000 deliveries and returns of our modular space
and portable storage units in 2006. As a result of this extensive customer focus, our top 20 customers by
revenue for 2006 have done business with us for an average of approximately 9 years.

Effective Fleet Management.  Our proprietary management information systems and fleet
managcment initiatives allow us to actively manage our lease fleet to maximize customer satisfaction,
optimize fleet utilization and rental rates and to control new unit capital spending. Our management
information systems provide our local branches with real time, on-line access to comprehensive fleet
information, including leasing history and condition and availability of our units. By providing this
information at the local level, we are able to more effectively monitor, allocate and price units. In addition,
we maintain a standardized lease fleet with units that meet multi-state industriat building codes which
allows us to leverage our branch network and rapidly redeploy units to areas of higher customer demand in
the surrounding geographic markets. At the same time, we arc able to easily modify our structures to meet
specific customer needs. Additionally, we have the flexibility to refurbish existing units in order to re-lease
them when we have sufficient customer demand or we can choose to sell used units to our customers.

High Degree of Diversity.  Our business is highly diversificd in terms of customers, industries and
geographics served. We have over 30,000 customers, the largest of which accounted for less than 3% of our
2006 revenucs, and our ten largest customers accounted for approximately 11% of our 2006 revenucs.
From our roots of focusing primarily on the construction industry, we have expanded our applications over
the years to several other end markets such as education, commercial and industrial, and federal, state and
local government, facilitating our growth. From a geographic perspective, our fleet is deployed throughout
most of the major markets in the United States and Canada and we recently entered Mexico and Spain.
We belicve that this diversity limits our exposure to downturns related to a given customer, industry or
region while providing significant opportunities to grow our business.

Experienced Management.  We belicve our management’s experience and long tenure with our
company give us a strong competitive advantage. Our current senior management team, led by our
President and Chief Executive Officer, Gerard E. Holthaus, who has been with us since 1994, has
successfully entered new markets, expanded our customer base and more than doubled our fleet size. Our
branch operations are led by an executive vice president and nine vice presidents, who collectively average
21 years of industry experience and 11 years with our company.

Operating Strategy

Increase Utilization and Rental Rate of Existing Lease Fleet. A significant factor in our profitability is
the level of utilization of our existing lease fleet of approximately 116,000 units. Over the past ten years,
our utilization rate has averaged 82% with a high of 87% in 1997 and a low of 77% in 2003. As the
cconomy has improved over the last several ycars, we have seen utilization rate increases. For the year
ended December 31, 2006, utilization of our North American fleet improved to 82% trom 81% in 2005.
Another important factor in our profitability is our average rental rate, which we have seen improve from
$263 in 2005 to $289 for 2006. We estimate that for every 1% of utilization rate increase in our existing
fleet, we achieve an additional $3.9 million of annual leasing revenue and, for every $1 increase in average
rental rate, we achieve an additional $1.1 million of annual leasing revenue.

Expand our Lease Fleet.  'We intend to continue to expand our lease fleet through purchases of new
units and sclective acquisitions of units from third parties. We purchase new units or acquire existing units
based on customer specific demand and forecast utilization levels by product, region and customer. From
January 1, 2000 to December 31. 2006, we made eleven acquisitions of approximatcly 22,400 units for a
total aggregate fleet purchasc price of $138.8 million. Units added through acquisitions accounted for
approximatcly 20% of the total value of fleet purchases during this period. Among other reasons,
acquisitions arc attractive because they enable us to acquire units with cxisting leases that generate




immediate revenues and leverage our existing infrastructure. Due to our extensive branch nctwork,
management information systems and experienced management team, we are generally able to integrate
acquired fleets at a low cost within a relatively short period of time. For example we identified Canada as a
growth opportunity which we entered in 1999 through new unit purchases and acquisitions. Today we
operate cight branches with approximately 5,200 units in Canada and look to continue to add units. We
intend to continue to make selective fleet acquisitions in North America, including Mexico which we
entered in 2004. We are continuing to assess our expansion in Europe given the recent acquisition of
Wiron,

Further Penerrate Education Sector.  We have expanded our modular classroom business. Qur
revenues from education customers have increased from 20% to 26% of our revenues from 2000 to 2006,
We believe that the education market offers additional growth opportunities as a result of the following:

* anincrease in state and local initiatives governing maximum class sizes;

* state and local governmental pressures to find cost-effective solutions to their classroom space
needs;

* shifting and fluctuating school populations necessitating expansion of cducation space, especially in
the southern and western regions of the United States;

¢ the predicted growth of the school age population; and
e facility modernization.

Our modular classroom business is attractive because the classroom units have higher utilization rates
and longer average lease terms than other modular space units and the modular classroom business is less
cyclical. To develop this business, we have dedicated sales representatives for modular classrooms in key
states such as Florida and California. We offer our education customers the flexibility to purchasc or lease
classroom units depending upon their needs and resources. They also benefit from our longstanding
relationships with manufacturers, and our experience in meeting the numerous local building codes and
specifications that apply to classroom units.

Expand our Safes Business. We have cxpanded our sales business to meet the increased demand from
our customers. Historically, we have sold new units to customers who prefer to own rather than lease.
Although the cducation sector has been and will continue to be a consistent source of our sales revenue,
we believe there are significant opportunities for the sale of modular space units to other sectors such as
healthcare, commercial and industrial, and government. For cxample, the reorganization efforts by the
U.S. military in recent years has continued to create significant demand for our products,

Grow Portable Storage Business.  We believe that the portable storage business is highly
complementary to our modular space business and represents a significant growth opportunity. From 1997
(0 2006, our storage product fleet has grown at a CAGR of 16.0% as a result of flect purchases and
acquisitions. Portable storage units are characterized by quick return of capital, long useful lives, a history
of substantial value retention and the ability to generate recurring revenues and high operating margins,
We expect to leverage our existing branch network, sales force, customer base and management
information systems to deliver storage units to our current and potential customers. We intend to continue
adding to our tlect of portable storage units and have expanded our sales force to include personnel who
are dedicated exclusively to storage products.

European Expansion Opportunities.  We recently entered the European market and believe it is an
altractive geographic expansion opportunity. In August 2006, we completed our acquisition of Wiron. With
our acquisition in July 2004 of an 8.5% minority interest for approximately $4.7 million, we now own 100%
of the share capital of Wiron. Wiron is headquartered in Parla, Spain and is onc of the largest modular
space providers in Spain with 14 branch locations. We believe that the modular space industry is




established in Europe, yet is significantly earlicr in its lifecycle as compared to the U.S. market. In
particular, we believe the European modular space industry has not experienced the expansion of
applications and end markets to the same extent as in the United States because modular space
applications have historically becn more focused on the construction industry. Given our historical
experience in expanding modular space applications and securing new customers through our sales efforts
in the United States, we believe that we are well positioned to transfer our expertise to the European
market.

Products

Our products can be used to meet a variety of customer needs. Sample applications of modular space
units include classrooms, construction site offices, temporary office space, sales offices and special events
headquarters. Qur modular space fleet ranges from single-unit facilities to section modular structures,
which combine two or more units into one structure for applications that requirc more space. Units
typically range in size from 8 to 14 feet in width and 16 1o 70 feet in length and are wood or aluminum
framed mounted on a steel chassis. In North America, the units are generally fitted with axles and hitches
and are towed to various locations. In Spain, units are carried to locations in component picces and
assembled on site. Most units contain materials used in conventional buildings and are equipped with air
conditioning and heating, electrical outlets and, where necessary, plumbing facilities. Modular space units
are extremely durable and generally have an estimated economic useful life of 20 years. Products have
varying lease terms, with average contractual terms of 16 months. However, most customers retain the
product for a longer period as evidenced by an average existing leasc duration of approximatcly 28 months
at December 31, 2006,

Our specific product offerings are described below:

Single-Wide Modulur Space Units.  Single-wide modular space units which include mobile offices are
the most functional and versatile units in our lease flect. Units typically have “open interiors” which can be
modificd using movable partitions. Single-wide modular space units include tile floors, air
conditioning/heating units, partitions and, if requested, toilet facilitics.

Section Modulars.  Section modulars are two or more units combined into one structure. Interiors are
customized to match the customer needs. Examples of section modular units include hospital diagnostic
annexes, special events headguarters, golf pro shops and lurger general commercial offices.

Classrooms.  Classroom units are generally standard double-wide units adapted specifically for use by
school systems or universities. Classroom units usually feature chalkboards and teaching aids, air
conditioning/heating units, windows along side-walls and, if requested, toilet facilities.

Sales Offices.  Sales offices are marketed to businesscs that require site located spacc for sales
presentations. Exteriors are typically wood-sided with some modcls offering recessed front entries. Our
“Executive Line” sales offices arc larger, more expensive versions of the standard sales office with more
amenitics.

Storage Products.  Storage products are windowless and are typically used for sccure storage space.
Our storage units are primarily ground-level entry storage containers with swing doors. These units arc
made of heavy exterior metals for security and water tightness.
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Branch Network

As a key clement to our market leadership strategy, we maintain a network of 88 branch offices
throughout the United States, Canada, and Mexico. This network cnables us to increase our product
availability and customer service within our regional and local markets. Customers benefit because they are
provided with improved service availability, reduced time to occupancy, better access Lo sales
representatives, the ability to inspect units prior to rental and lower freight costs which are typically paid by
the customer. We benefit because we are able to spread regional overhead and marketing costs over a
larger lease buse, redeploy units within our branch network to optimize utilization, discourage potential
competitors by providing ample local supply and offer profitable short-term leases which would not be
profitable without a local market presence. Related to our Wiron acquisition, we maintain a network of 14
branches throughout Spain. This large network provides for the same level of customer benefit as that in
North America.

Management belicves geographic diversification of our branch network balances our economic and
operating risk. In 2006, the northeast, mid-atlantic, southeast, central southwest, central northwest,
Canadian, Mexican and Spanish regions accounted for 14%, 9%, 20%, 26%, 17%, 11%, 1%, and 2% of
our revenues, respectively. For the year ended December 31, 2006, 87% of our consolidated revenucs were
gencrated from U.S. operations.

Our branches are generally headed by a dedicated branch manager. Our branch operations are led by
an cxecutive vice president and nine vice presidents who collectively average 21 years of industry
experience and 11 years with our company. Management believes it is important to encourage cmployees
to achieve specificd revenuc and profit levels and to provide a high icvel of scrvice to our customers. Qur
regional and branch managers’ compensation is based upon the financial performance of their branches
and overall corporate performance which approximates 36% of their total compensation. Sales
representatives’ compensation is commission driven and based on the gross profits of business written.

Operations

Leasing.  Leasing revenue is a function of average monthly rental rate, flect size and utilization. We
monitor fleet utilization at cach branch. For 2006, average fleet utilization of our North America flect was
approximately 82%. While we adjust our pricing to respond to local competition in our markets, we believe
that we generally achieve a rental rate equal to or above that of our competitors because of the quality of
our products and our high level of customer service.

As part of our leasing operations, we sell used modular space units from our lease fleet cither at fair
market value or, to a much lesser extent, pursuant to pre-cstablished Icase purchase options included in
the terms of our lease agreements. Duc in part 1o an active fleet maintenance program, our units maintain
a substantial portion of their initial value which includes the cost of the units as well as costs of significant
improvements made to the units.

New Unit Sales.  New unit sales include sales of newly-manufactured modular space units. We do not
generally purchase new units for resule until we have obtained firm purchase orders {which are gencrally
non-cancelable) for such units. New modular space units are generally purchased more heavily in the late
spring and summer months due to seasonal classroom and construction market requirements.

Delivery and Installation.  We provide delivery, site-work, installation and other services to our
customers as part of our leasing and sales operations. Revenues from delivery, site-work and installation
result from the trunsportation of units to a customer’s location, site-work required prior to installation and
installation of the units which have been leased or sold. Typically units are placed on temporary
foundations constructed by our service technicians, and service personnel will also generally install our
ancillary products. We also derive revenues from tearing down and removing units once a lease expires.




Other.  We also derive revenue from other products and services, including rental of steps, furniture
and ramps; salcs of parts, supplies and security systems; and charges for granting insurance waivers (i.e.,
charging a fee to customers who do not provide their own insurance certificate).

Capital Expenditures

We closcly monitor fleet capital expenditures, which include fleet purchases and capitalizable costs of
improvements to existing units. Generally, fleet purchases are controlled by field and corporate executives,
and must pass our flect purchasing policy guidelines (which include ensuring that utilization rates and
unrentable units levels are reviewed for acceptability, that redeployment, refurbishment and conversion
options have been considered, and that specific return on investment criteria have been evaluated). We
purchase our units through approximately 70 third-party suppliers (most supplicrs have only one factory,
which generally scrves a market within 300 to 400 miles), with no significant dependence on any supplier.
The top three suppliers of units for 2006 represented approximately 36% of all flect purchases, and the top
ten suppliers represented approximately 73% of all fleet purchases. We believe that we have an excellent
working relationship with our suppliers. In Spain, we manufacture our own units,

We belicve that our fleet purchases are flexible and can be adjusted to match business needs and
prevailing cconomic conditions. We are generally not “locked in” to long-tcrm purchase contracts with
manufacturers and can modify our capital spending activities to meet customer demand. For exampte, our
gross flect capital expenditures prior to proceeds from sales of used units were approximately $79.9 million
in 2004, $139.8 million in 2005, and $164.0 million for the year ended December 31, 2006.

We supplement our fleet spending with acquisitions, Although the timing and amount of acquisitions
are difficult to predict, management considers its acquisition strategy to be opportunistic and will adjust its
flect spending patterns as acquisition opportunities become available,

Marketing

In addition to opening new branches, we use a number of marketing tools to generate new business
and customers. By maintaining a detailed and updated customer and prospect tracking system, marketing
and sales personnel generally can identify when a particular customer or prospect typically utilizes our
products and may contact such customer or prospect regarding their future needs.

Through our marketing and sales cfforts we have successfully expanded the uses for our products. For
example, since 1993, the number of industries (as measured by Standard Industrial Classification (“SIC”)
code) that lcasc or purchase our products is more than 400, and we expect to continue to increase our
penetration of other industries that would benefit from the usage of our products. See “—Customer Base.”

Developing new customers is an integral part of the sales process and is monitored through the use of
quarterly goals for each employee with sales responsibility. In addition to our prospect tracking databases,
we conduct direct mail campaigns and are a heavy user of print advertising, including the yellow pages and
customer trade publications. We have developed a toll-free telephone number network so that our
customers can call and speak to a sales representative in the branch location ncarest the site where the call
was placed. In addition, we participate in numerous regional and national trade shows, and our salcs
personnel participate in local trade groups and associations. We also design marketing campaigns targeted
at specific market niches.

We also have a North American national accounts program which currently includes approximately
300 national accounts and we continue to pursue other national account relationships. The relationships
are coordinated by a national account manager and serviced by the branch network. Due to our broad
geographic capabilities, this program allows us to further differentiate ourselves from many of our “mom-
and-pop” competitors by providing consistent service on a national basis.
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Customer Base

We continually seek to expand our customer base and the applications for our products. Qur customer
base is comprised of over 30,000 companies, which operate in multiple industries. We believe that the
construction, cducation, commercial/industrial and other, and government industries accounted for
approximately 34%, 26%, 20%, and 8%, respectively, of total revenues in 2006, and that no other industry
accounted for more than 2% of total revenues in 2006. During 2006, no single customer accounted for
more than 3% of our total revenues and our top ten customers accounted for approximately 11% of total
revenucs,

Our key customer industries as categorized by SIC Code are as follows:

Construction.  We provide office and storage space to a broad array of contractors associated with
both residential and nonresidential buildings, commercial offices and warehouses; highway, street, bridge
and tunnel contractors; water, sewer, communication and power line contractors; and special construction
trades, including glass, glazing and demolition. We believe our construction customer base is characterized
by a wide variety of contractors, who are associated with original construction as well as capital
improvements in the commercial, institutional, residential and municipal arcnas.

Education.  Rapid and unpredictable shifts in populations within states often necessitate quick
expansion of education facilities particularly in elementary and secondary schools, State and local
governmental budgetary pressures, as well as classroom size reduction legislation, and refurbishment of
existing facilitics, have made modular space units, especially multi-sectional units, a convenient and cost-
effective way to expand classroom, laboratory and library capacity. Our quality products are well suited for
educational institutions, which demand a high level of maintenance and service support.

Commercial/lndustrial and Other.  This category includes a variety of industries and product uses
which help diversify our revenue stream. Common examples include: entertainment, recreation,
transportation terminals, recycling, retail and fast food establishments, metal processing and refining and
disaster relicf. Although there are a number of different industries in this category, we believe that no
single industry included in this category was material to us in 2006.

Government.  Governmental users consist of federal, state and local public sector organizations and
state highway administrations. We have enjoyed particular success in focused niches such as prisons and
jails, courthouses, military installations, national security buildings and NASA facilitics. We have a strategy
of concentrated regional focus in order to gain business from local governmental customers.

Professional Services.  Customers in this category include professionals from a broad array of industry
sectors including engincering, architectural, accounting, legal, insurance and salcs.

Healtheare.  Healthcare customers are frequent users of multi-sectional facilitics as administrative
offices, waiting rooms, MRI and other diagnostic annexes adjacent to existing hospitals.

Utilities.  Modular space units have traditionally been leased to utilitics involved in electrical service,
natural gas distribution and production, and other energy-related services. Units are used as mecting
rooms, reception and visitor centers, security offices and, during periods of utility plant reconstruction, as
facilitics to house the operations staff,

Oil and Gas. Customers involved in oil and gas exploration and production, primarily in western
Canada, require temporary structures to house, feed and support their workforce during periods of the
year in which exploration is possible given the harsh weather conditions for the arca under cxploration. We
provide temporary workforce housing camp units and other multi-sectional facilities and storage product
to customers involved in these oil and gas operations.
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Chemical and Pharmaceutical.  Chemical and pharmaceutical companies have been long-time users
of temporary office space. Modular space units are¢ particularly well suited for laboratory usage where
space is needed for the duration of a specific project or for an off-site or isolated laboratory.

Fleet Management Information Systems

Our propriety management information systems are instrumental to our lease flect management and
targeted marketing efforts and allow management to monitor operations at our branches on a daily,
weekly, and monthly basis. Lease fleet information is updated daily at the branch level and verified through
a monthly physical inventory by branch personnel. This provides management with on-tine access to
utilization, lease fleet unit levels and rental revenues by branch or geographic region. In addition, an
clectronic file for cach unit showing its lease history and current location/status is maintained in the
information system. Branch salcs pcople utilize the system to obtain information regarding unit condition
and availability. The database tracks individual units by scrial number and provides comprehensive
information including cost, condition and other financial and unit specific information.

Regulatory Matters

We must comply with various federal, state and local environmental, transportation, health and safety
laws and regulations in connection with our operations. We believe that we are in substantial compliance
with these laws and regulations. [n addition to compliance costs, we may incur costs related to alleged
environmental damage associated with past or current properties owned or leased by us. We belicve that
our liability, if any, for any environmental remediation will not have a material adverse effect on our
financial condition. However, we cannot be certain that the discovery of currently unknown matters or
conditions, new laws and regulations, or stricter interpretations of existing environmental laws will not
have a material adverse effect on our business or operations in the future.

A portion of our units are subject to regulation in certain states under motor vehicle and similar
regisirations and certificate of title statutes, We believe that we have complied in all material respects with
all motor vehicle registration and similar certificate of title statutes in states where such statutes clearly
apply to modular space units. However, in certain states, the applicability of such statutes to our modular
space units is not clear beyond doubt. If additional registration and related requirements are deemed to be
necessary in such states or if the laws in such states or other states were to change to require us to comply
with such requirements, we could be subject to additional costs, fees and taxes as well as administrative
burdens in order to comply with such statutes and requirements. We do not believe the effect of such
compliance will be material to our business, results of operations or financial condition.

Trademarks

We own a number of trademarks important to our business, including Williams Scotsman@® and
Williams Scotsman [and design]®.

Our material trademarks are registered or pending applications for registrations in the U.S. Patent
and Trademark Office and various foreign jurisdictions. Registrations for such trademarks in the United
States will last indefinitely as long as we continue to use and police the trademarks and renew filings with
the applicable governmental offices. There are no claims pending against us challenging our right to use
any of our material trademarks in the United States or any other country.




Competition

Although our competition varies significantly by market, the modular space industry, in general, is
highly competitive. We compete primarily in terms of product availability, customer service and price. We
believe that our reputation for customer service and our ability to offer a wide selection of units suitable
for various uses at competitive prices allows us to compete effectively. However, our primary North
American competitor, GE Modular Space, is less leveraged, has greater market share or product
availability in some markets and has greater financial resources and pricing flexihility than us. The portable
storage industry is also highly fragmented and Mobile Mini, Inc. and Mobile Storage Group, Inc. are the
largest providers in the industry.

Employees

As of December 31, 2006, we had 1,947 employees. None of our employees are covered by a collective
bargaining agrcement. Management believes its relationship with our employees is good. We have never
expericnced any material labor disruption and are unaware of any efforts or ptans (o organize our
employces.

Available Information

Our Intcrnet website address is: www.willscot.com. We make available free of charge through our
website our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K
and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange
Act as soon as reasonably practicable after such documents are clectronically filed with, or furnished 1o,
the SEC. Our website also includes our Corporate Governance Guidelines, Code of Conduct of Ethics,
and charters of its Audit Committee, Compensation Committee and Nominating & Corporate Governance
Committee. These documents are also available in print to any sharcholder upon request.

Item 1A, Risk Factors
Risks Related to Qur Business

General or localized economic downturns or weakness may adversely affect our customers, in particular those in
the nonresidential construction industry and the education sector, which may cause the demand for our products
and services to decline and therefore harm our revenues and profitability.

Our revenues are derived from customers who are in industries and businesses that are cyclical in
nature and subject to changes in general economic conditions, such as the nonresidential construction
industry. In addition, because we conduct our operations in a variety of markets, we are subject to
economic conditions in cach of these markets. During 2005, we experienced improvement in the
marketplace; however, prior 10 2003, our business was adversely impacted by overall soft cconomic
conditions, which affected our construction customers primarily, and state budget issues in certain parts of
the country that affected our education customers. As a result of the cconomic downturn, we incurred a
net loss of approximately $3.4 million in 2004,

Although our product, customer, industry and geographic diversity limits our exposure to economic
downturns, general economic downturns or localized downturns in markets where we have operations,
including any downturns in the construction industry, which constituted approximately 34% of our
revenues in 2006, could reduce demand for our products and negatively impact our revenues and
profitability. In addition, at the present time we are unable to predict what long-term effect, if any, recent
political events, including those relating to, or arising out of, the growing threat of terrorism, and their
attendant consequences will have on our business. Any of the foregoing cconomic or political events could




negatively affect our industry or industries in which our customers operate, which may cause the demand
for our products and services to decline and therefore harm our revenues and profitability.

We face significant competition in the modular and portable space industry, especially from our primary national
competitor, which has greater financial resources and pricing flexibility than we do. If we are unable to compete
successfully, we could lose customers and our revenues and profitability could decline.

Although our competition varies significantly by market, the modular space industry, in general, is
highly competitive. We compete primarily in terms of product availability, customer service and price. We
belicve that our reputation for customer service and our ability to offer a wide selection of units suitable
for various uses at competitive prices allows us to compete cffectively. However, our primary national
competitor, GE Modular Space, is less leveraged, has greater market share or product availability in some
markets, and has greater financial resources and pricing flexibility than we do. If we are unable to compete
successfully, we could lose customers which could reduce our revenues and profitability.

We may not be able to remarket our units effectively should a significant number of our lease units be returncd
during any short period of time, which could adversely affect our financial performance and our ability to
continue expanding our fleet.

Our typical lease terms, which include contractual provisions requiring customers to retain units on
lease for, on average, 16 months, actually have an average lease duration of approximately 28 months.
Because our customers generally rent our units for periods longer than the contractual lease terms, 59% of
our leases arc on a month-to-month basis as of December 31, 2006. In addition, 229 of our leases havc
contractual lease terms expiring within six months as of December 31, 2006. These aspects of our lcasing
business have remained generally consistent over the last several years. Should a significant number of our
leased units be returned during any short peried of time, a large supply of units would need to be
remarketed, Qur failure to effectively remarket a large influx of units returning from leases could have a
material adverse effect on our financial performance and our ability to continue expanding our fleet.

A significant reduction of funding to public schools or contraction of class size reduction programs could cause
the demand for our modular classroom units to decline, which, as a result, may reduce our revenues and
profitability.

We generated 26% of our revenues in 2006 from our education customers, which include public
school facilities. Funding for public school facilitics is derived from a varicty of sources including, among
other things, various taxes levied to support school operating budgets. Any material interruption of these
sources or a lack of fiscal funding could result in a significant reduction of funding to public schools, which
may negatively impact the budget of public schools and cause the demand for our modular classroom units
to decline. In addition, any contraction or elimination of class size reduction programs could cause the
demand for our modular classrooms to decline. Any decline in demand for our modular classrooms may
reduce our revenue and profitability.

Certain related parties of The Cypress Group L.L.C. and Keystone Group, L.P. exercise significant influence
over us,

Our large sharcholders, which include related parties of The Cypress Group L.L.C. and Keysione
Group, L.P. beneficially own in the aggregate approximately 28% of our outstanding common stock as of
February 28, 2007. Accordingly, these partics exercise significant influence over all matters requiring a
stockholders’ vote, including the composition of our board of directors, the adoption of amendments to
our amended and restated certificate of incorporation and the approval of mergers or sales of substantially
all of our assets. This concentration of ownership also may delay, defer or even prevent a change in control
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of our company and may make some transactions more difficult or impossible without the support of these
stockholders.

Any failure of our management information systems could disrupt our business and resulf in decreased rental or
sale revenues and increased overhead costs, which could negatively impact our profitability.

We depend on our management information systems to actively manage our lease fleet, control new
unit capital spending and provide fleet information, including leasing history, condition, and availability of
our units. These functions enhance our ability to optimize fleet utilization, rentability and redeployment,
The failure of our management information systems to perform as we anticipate could disrupt our business
and could result in, among other things, decreased rental or sales and increased overhead costs, which
could negatively impact our profitability.

Federal and state regulations could impose substantial costs andjor restrictions on our operations that could harm
oiir results of operations. If we are unable to pass these increased costs on to our customers, our profitability and
operating cash flows could be negatively impacted.

We are subject to various federal, state and local environmental, transportation, health and safety laws
and regulations in connection with our operations. Any failure to comply with these laws or regulations
could result in capital or operating expenditures or the imposition of severe penaltics or restrictions on our
operations. In addition, these laws and regulations could change in a manner that materially and adversely
affects our ability to conduct our business. More burdensome regulatory requirements in these or other
areas may increase our general and administrative costs, If we are unable to pass these increased costs on
Lo our customers, our profitability and operating cash flows could be negatively impacted. See “Item 1.
Business—Regulatory Matiers.”

Our sale transactions constitute a significant portion of our revenues. The completion of these sale transactions
are subject to a number of factors beyond our control. Failure to close our sale transactions as projected could
cause our actual revenues or cash flow for a particular quarter or longer period to differ from Jorecasted
estimates.

Sales of new modular space and portable storage units and rental cquipment to customers in 20006,
excluding delivery, site work and other ancillary sales revenue, approximated 28% of our total revenue.
The completion of sale transactions is subject to certain factors that arc beyond our control, including
permit requirements and weather conditions. Accordingly, the actual timing of the complction of these
transactions may be different from their forecasted schedules. As a result, our actual revenues and cash
flow in a particular quarter or over a longer period of time may not consistently correlate to our forecasted
estimates. In addition, if we do not accurately forecast our activity, we may improperly plan or budget,
which could cause us to violate our debt covenants and harm our liguidity. As a result, we may not be able
to take advantage of business and growth opportunities otherwise available to us.

We may not be able to facilitate our growth strategy by identifying or completing transactions with attractive
acquisition candidates, which could impair our growth and profitability of our business.

An important element of our growth strategy is to continue to seek additional businesses to acquire in
order 1o add new customers within our cxisting markets and cxpand into new markets. Any future growth
through acquisitions will be partially dependent upon the continued availability of suitable acquisition
candidates at favorable prices, upon advantageous terms and conditions and upon successful integration of
the acquired businesses. However, future acquisitions may not be available at advantageous prices or upon
favorable terms and conditions. In addition, acquisitions involve risks that the businesses acquired will not
perform in accordance with expectations, that business judgments concerning the value, strengths and
weaknesses of businesses acquired will prove incorrect, that the acquired businesses may not be integrated
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successfully and that international acquisitions may strain our management resources. Future acquisitions
and any necessary retated financings also may involve significant transaction-related expenses. If we arc
unable to complete attractive acquisitions or integrate acquired businesses, the growth and profitability of
our business woulld be adversely impacted.

European expansion may divert our resources from other aspects of our business, cause us to incur additional
debt and require us to comply with different regulations. Failure to manage these economic and regulatory risks
may adversely affect our growth in Europe and lead to increased costs.

In 2006, we acquired Wiron, our subsidiary located in Spain. Continued expansion into the European
market may require us to make substantial investments, which would divert resources from other aspects of
our business. We may also be required to raise additional debt or equity capital to fund our expansion in
Europe. In addition, we may incur difficultics in staffing and managing our European operations, and face
fluctuations in currency exchange rates, exposure to additional regulatory requirements, including certain
trade barriers, changes in political and economic conditions, and exposure to additional and potentially
adverse tax regimes. Our success in Europe will depend, in part, on our ability to anticipate and effectively
manage these and other risks. Our failure to manage these risks may adversely affect our growth in Europe
and lead to increased administrative costs.

Fluctuations in currency exchange rates may adversely affect our international sales.

Our revenue from international operations can be denominated in or significantly influenced by the
currency and general economic climate of the country in which we make sales. A decrease in the value of
such foreign currencies relative to the U.S. dollar could result in losses from currency exchange rate
fluctuations. As we continue to expand our international operations, exposure to gains and losses on
foreign currency transactions may increase.

We may continue our use of hedging instruments in the future to reduce our exposure 1o exchange
rate fluctuations from transactions denominated in foreign currencies, and we may not be able to do this
successfully. Accordingly, we may experience economic loss and a negative impact on our results of
operations and equity as a result of foreign currency exchange rate fluctuations.

We are a holding company whose only material asset is the capital stock of Scotsman and to a lesser extent, our
European and Mexican subsidiaries. We may not have sufficient cash to meet our obligations if Scotsman, our
only material source of cash, is not able to generate sufficient earnings or cash flow to pay dividends to us or if
Scotsman is prohibited by its debt agreements from paying dividends lo us.

We are a holding company with no material business operations, Our most significant asset is the
capital stock of Scotsman and to a lesser extent our European and Mexican subsidiaries. We conduct
virtually all of our business operations through Scotsman and its European and Mexican subsidiarics.
Accordingly, our only material sources of cash are dividends or other distributions or payments that are
derived from earnings and cash flow gencrated by these entitics. These entities may not generate sufficient
carnings and cash flow to pay dividends or distributions or make payments in the future. In addition, the
terms of the Amended and Restated Credit Facility and the indenture governing the 8.5% Notes duc 2015
(the 8.5% Notes) limit such payments to us. As a result, we may not have sufficient cash to meet our
obligations, which could harm our business.

Failure to retain key personnel could impede our ability to execute our business plan and growth strategy and lead
to a loss of customers.

Our continued success will depend largely on the efforts and abilities of our executive officers and
certain other key employees. Many of our key executives, including our President and Chief Executive




Officer, Mr. Gerard Holthaus, and the executive vice president and nine vice presidents who lead our
branch operations, have over 10 years of experience with our company. These officers have knowledge and
an understanding of our company and industry that cannot be readily duplicated. There are cmployment
agreements with Gerard Holthaus, Robert Singer, Joseph Donegan, William LeBuhn and John Ross. The
loss of any member of our senior management team could impair our ability to execute our business plan
and growth strategy, cause us to lose customers and reduce our revenuces, or lead to employee morale
problems.

We may be unable to realize the benefits of our net operating loss carryforwards and, as a result, lose our future
tax savings, which could have a negative impact on our liquidity.

Net operating losses (“NOL’s™) may be carried forward to offset U.S. federal, U.S. state, and foreign
taxable income in future years and eliminate income taxes otherwise payable on such taxable income,
subject to certain adjustments. As of December 31, 2006, we had NOL’s of approximately $221 million.
Bascd on current corporate income tax rates, our NOL’s could provide a benefit to us, if fully utilized, of
significant future tax savings. However, if we do not have sufficient taxable income in future years to use
the tax benefits before they cxpire, we will lose the benefit of these NOL carryforwards permanently. In
addition, the U.S. Internal Revenue Service and other tax authorities could challenge our calculation of
the amount of our NOL’s or any deductions or losses included in such calculation, which could reduce our
tax benefit. Provisions of the Internal Revenue Code may also limit our ability to carry forward cur U.S.
NOL'’s to offset taxable income in future years.

A write-off of all or a part of our goodwill would hurt our operating results and reduce our net worth.

We have significant intangible assets related to goodwill, which represents the excess of the total
purchase price of our acquisitions over the fair value of the net assets acquired. As of December 31, 2006,
we had $182.8 million of goodwill on our balance shect, which represented 11.5% of our total assets. We
are not permitted to amortize goodwill under the U.S. accounting standards and instead are required to
review goodwill at least annually for impairment. In the cvent impairment is identified, a charge to
carnings would be recorded. We determined that goodwill was not impaired for the fiscal year ended
December 31, 2006. Although it does not affect our cash flow, a write-off in future periods of all or a part
of our goodwill would hurt our operating results and net worth. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Estimates—
Goodwill Impairment.”

Significant increases in raw material costs could increase our operating costs significantly and harm our
profitability.

We purchase raw materials, including lumber, siding and roofing and other products to perform
periodic refurbishments to maintain physical conditions of our units. We also maintain a truck fleet to
deliver units to and return units from our customers. During periods of rising prices for raw materials or
oil, and in particular, when the prices increase rapidly or to levels significantly higher than normal, we may
incur significant increases in our operating costs and may not be able to pass price increases through to our
customers in a timely manner, which eould reduce our profitability.

Failure by third parties to manufacture our products timely or properly may harm our reputation and financial
condition.

We are dependent on third partics to manufacture our products even though we are able to purchase
products from a variety of third-party suppliers. Generally, we do not have any long term purchase
contracts with any third-party supplier. If these third partics do not timely complete our orders, or do not




properly manufacture our products, our reputation and financial condition could be harmed. In addition,
we may not be able to negotiate arrangements with these third parties on acceptable terms, if at all.

Risks Related to our Substantial Indebtedness
Our substantial debt could harm our financial health and may otherwise restrict our activities.

We have a substantial amount of debt. As of Deccmber 31, 2006, we had approximately $916.4 million
of indebtedncss. See Note 6 of the Notes to Audited Consolidated Financial Statements.

Our substantial debt could have important consequences. For example, it:
« makes our company more vulnerable to general adverse economic and industry conditions;

e limits our ability to obtain additional financing for future working capital, capital expenditures,
strategic acquisitions and other general corporate requirements;

» requires us to dedicate a substantial portion of our cash flow from operations to payments on our
debt, thereby reducing the availability of our cash flow for operations and other purposes;

« limits our flexibility in planning for, or reacting to, changes in-our business; and
e places us at a competitive disadvantage compared to any competitors that have less debt.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The
terms of the indenture governing our 8.5% Notes and the terms of our Amended and Restated Credit
Facility permit us to incur a substantial amount of additional debt. As of December 31, 2006, we would be
permitted to borrow an additional $205.5 million of indebtedness under our Amended and Restated Credit
Facility. Accordingly, this additional indebtedness could further exacerbate all the risks described above.

A substantial portion of our indebtedness is subject to variable interest rates, which makes us vulnerable to
increases in interest rates.

Our substantial indebtedness exposes us Lo interest rate increases because a substantial portion of our
indebtedness is at variable rates. The interest rates under the Amended and Restated Credit Facility will
be reset at varying periods, These periodic adjustments could expose our operating results and cash flows
to periodic fluctuations. Qur annual debt service obligations will increase by $4.6 million per year for each
| percentage point increase in the average interest rate we pay, based on the balance of varable rate debt
outstanding at December 31, 2006.

We may use interest rate hedging arrangements and swap agreements to limit our exposure to interest
rate volatility based upon management’s judgment. If we enter into these arrangements, we will incur
certain risks, including that our hedging or swap transactions might not achieve the desired effect in
eliminating the impact of interest rate fluctuations, or that counterparties may fail to honor their
obligations under these arrangements. As a result, these arrangements may not be effective in reducing our
exposure 10 interest rate fluctuations. This could reduce our net income and require us to modify our
hedging strategy.




The indenture governing the 8.5% Notes and the terms of our Amended and Restated Credit Facility contain
various covenanits which limit the discretion of our management in operating our business and could prevent us
Jrom engaging in some beneficial activities.

The indenture governing the 8.5% Notes and the terms of the Amended and Restated Credit Facility
contain various restrictive covenants that limit our management’s discretion in opcrating our business, In
particular, these agreements include covenants relating to limitations on:

¢ dividends on, and redemptions and repurchascs of, capital stock,

¢ licns and sale-leaseback transactions,

e loans and investments,

¢ debt and hedging arrangements,

* mergers, acquisitions and asset sales,

» transactions with affiliates, and

¢ changes in business activities conducted by us and our subsidiaries.

In addition, our Amended and Restated Credit Facility requires us, under certain circumstances, to
maintain certain financial ratios. It also limits our ability to make capital expenditures. See Note 6 of the
Notes to Audited Consolidated Financial Statements.

[f we fail to comply with the restrictions of the indenture governing the 8.5% Notes or the terms of
our Amended and Restated Credit Facility or any other subsequent financing agrecments, a default may
allow the creditors, if the agreements so provide, to accelerate the related debt as well as any other debt to
which a cross-acceleration or cross-default provision applics. In addition, the lenders may be able to
terminatc any commitments they had made to supply us with further funds. Accordingly, we may not be
able to fully repay our debt obligations, if some or all of our debt obligations are accelerated upon an event
of defauit.

Our debt service requires a significant amount of cash. We may not be abie to generate sufficient cash flow to meet
both our debt obligations and other requirements or obligations. This could lead us to take actions, such as
reducing capital expenditures or other investments or asset sales. These actions may limit our flexibility to grow
our business and to take advantage of business opportunities.

To service our debt, we require a significant amount of cash, Our debt service requirements for the
year ending December 31, 2007 are approximately $95.7 million, based on the outstanding debt balance
and effective interest rates as of December 31, 2006. Our ability to generate cash, make scheduled
payments or to refinance our obligations depends on our successful financial and operating performance.
Our operating performance, cash flow and capital resources may not be sufficient for payment of our deht
in the future. Qur financial and operating performance, cash flow and capital resources depend upon
prevailing cconomic conditions, and certain financial, business and other factors, many of which are
beyond our control. These factors include, among others:

* cconomic and competitive conditions affecting the modular and portable space industry;
* operating difficultics, increased operating costs or pricing pressures we may experience; and
¢ a dechine in the resale value of our units.

At December 31, 2006, the aggregate amount of indebtedness of our company approximated
$916.4 million. If our cash flow and capital resources are insufficient to fund our debt service obligations,
we may be forced to reduce or delay capital investments, sell material asscts or operations, obtain
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additional capital or restructure our debt. In the event that we are required to dispose of material assets or
operations or restructure our debt to meet our debt service and other obligations, the terms of such
transaction may not be satisfactory and such transaction may not be completed in a timely manner. In
addition, these actions may limit our flexibility to grow our business and to take advantage of business
opportunities. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources.”

Item 1B. Unresolved Staff Comments

None.

Item 2.  Properties

Our headquarters, which we own, is a three-story modular office structure located on 3.1 acres in
suburban Baltimore, Maryland. Our company is comprised of over 100 branches located throughout the
United States, Canada, Spain, and Mexico. We lease approximately 76% of our branch propertics and we
own the balance. Management believes that none of our branch properties, individually, is material to our
operations,

Item 3.  Legal Proceedings

Currently, we are involved in various lawsuits and claims arising out of the normal course of our
business. The naturc of our business is such that disputes occasionally arise with vendors including
suppliers and subcontractors and customers over warranties, contract specifications and contract
interpretations among other things. We assess these matters on a case-by-case basis as they arise. Reserves
are established, as required, based on our assessment of our exposure. We have insurance policies 1o cover
general liability and workers compensation related claims. In the opinion of management, the ultimate
amount of liability not covered by insurance, if any, under pending litigation and claims will not have a
material adverse effect on our financial position or operating results.

For further discussion of legal proceedings, see Note 10 of the Notes to the Audited Consolidated
Financial Statements.

Item4.  Submission of Matters to a Vote of Security Holders

None.
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PART 11

Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases
of Equity Securities

Our common stock has been publicly traded on the NASDAQ Stock Market since September 20,
2005, under the symbol “WLSC”. The quarterly range of prices per share during the year ended
December 31, 2006 and the third and fourth quarters of fiscal 2005, the periods for which our common
stock has been publicly traded arc as follows:

HIGH LOW

2006

First Quartcr ... $2505 $17.38
Second Quarter . ... .. 26.85 20.16
Third Quarter. ... 22.45 19.04
Fourth Quarter ... .. ... . .. 24.00 18.75
2005

Third QUArLCT. . ... e $16.11  $15.75

.............................................. 17.31 14.51
Prior to September 20, 2005, there was no established public trading market for our stock.
As of March 5, 2007, the number of our stockholders of record was 4,376,

We have never declared or paid any dividends on our common stock. For the foreseeable future, we
intend to retain any earnings to finance the development and expansion of our business, and we do not
anticipate paying any cash dividends on our common stock. Any future determination to pay dividends wilk
be at the discretion of our board of directors and will be dependent upon then existing conditions,
including our financial condition and results of operations, capital requirements, contractual restrictions,
business prospects and other factors that our board of directors considers relevant. In addition, the
Amended and Restated Credit Facility and the indenture for the 8.5% Notes contain restrictions on the
amounts of dividends that Scotsman can pay us.

Stock Performance Graph

The chart set forth below shows the value of an investment of $100 on September 20, 2005 (the first
day our Common Stock was traded) in each Company’s Common Stock, the Russell 2000 Index, and
comparable issuers for the period from September 20, 2005 to December 31, 2006. Al values assume
reinvestment of the pre-tax value of dividends.

Comparison of Cumulative Total Return
Yalue of Investment of $100 on September 20, 2005
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The comparable issuers consist of the following companies engaged in our industry: Mobile Mini, Inc.
and McGrath RentCorp. All of the current peer group issuers were publicly traded as of December 31,
2006.
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Item 6. Selected Financial Data

The following tables summarize selected historical financial data which should be read in conjunction
with “Managements Discussion and Analysis of Financial Condition and Results of Operations” and the
audited financial statements appearing clsewhere herein. The selected historical financial data set forth
below has been derived in part from the audited financial statements.

Year Ended December 31,
2002 2003 2004 2005 2006
(Dollars in thousands, except per share amounts)

Statement of Operations Data:

Revenues:
Leasing. . ..o $ 227,106 § 213,976 $ 222867 $ 247,713 $ 291,701
Sales:
Newunits. ...t 98,927 71,635 86,344 128,244 139,815
Rental equipment ................... 23,951 20,734 29,355 37,530 51,171
Delivery and installation. . ... ........... 101,034 91,318 116,106 135,715 147,762
Other ... 41,429 37,980 43,253 43,256 50,351
Total. ... $ 492,447 § 435,643 § 497925 § 592,458 § 680,800
Gross profit:
Leasing. . ......oooi it $ 137,588 $ 119,148 $ 122,202 § 135,167 $§ 167,402
Sales:
New units. ... ..o iinians 16,363 12,224 13,459 22,867 30,412
Rental cquipment ................... 5,787 4,373 6,459 8,621 14,591
Delivery and installation................ 16,494 12,462 15,045 19,985 29,413
Other oo e 31,528 29,706 33,648 31,966 40,023
Total. ..o 207,760 177,913 190,813 218,606 281,841
Selling, general and administrative expenses. 83,779 76,297 83,407 96,968 115,558
Other depreciation and amortization. .. .. .. 13,438 13,869 14,787 16,618 18,722
D=5 o A 85,208 87,174 92,444 91,203 72,337
Loss on carly extinguishment of debt ... ... —_ — — 30,678 90
Held for sale impairment charge........... — 19,386 — — —
Income (loss} before income taxes .. ....... 23,335 (15,813) 175 (16,861) 75,134
Income tax expense (benefit).............. 8,137 {7.131) 3,586 {6,537) 26,018
Net income (1088) .. ....ooooiiii s, $ 15198 § (11,682)8 (3411)$ (10324)§ 49,116
Net income (loss) per common
sharc—basic ... $ 065 % (05M)$  (014H$ (03NS 1.18
Net income (loss) per common
share-diluted.................. ..., $ 061 §  (050)$  (0.14)$  (037)$ 1.15
As of December 31,
2002 2003 2004 2005 2006

(Dollars in thousands)
Balance Sheet Data:

Rental cquipment, net. ................... $ 828927 § 828,078 $ 880,723 § 944,629 $1,066,469
Totalassets ............... oot 1,229,767 1,205,685 1,284,611 1,380,620 1,587,919
Revolving credit facilities & long-term debt . 984,345 962,178 1,009,486 869,446 916,356
Stockholders’ equity. ... 19,273 18,364 21,147 244,741 368,141
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Selected Quarterly Financial Data {(Unaudited)

The selected quarterly financial data for the period ended on December 31, 2006 and 2005 and as of
the end of cach such period have been derived from our unaudited condensed consolidated financial
statements and include all adjustments, consisting only of normal recurring adjustments, necessary for a
fair presentation of the results of the interim periods.

{Dollars in thousands except per share amounis

and average rental rates) Year ended December 31, 2006

Quarter First Second Third Fourth Year
Revenues......... ... ... ... ... ... ... ... $164,973  $159,109 $187,595 $169,123  $680,800
Grossprofit.................. ... ... ... .. 65,381 67,891 74,374 74,195 281,841
Loss on extinguishment of debt .. ... ... .. .. — — 90 — 90
Income before income taxes. .. ... ... ....... 16,964 18,839 20,967 18,364 75,134
Netincome ....... ... .. ... ... ......... 10,433 11,582 16,151 10,950 49,116
Net income per common share-basic ..... ... $§ 027 § 028 $ 038 $ 025 $ 118
Net income per common share-difuted . . . . . . $ 02 $ 027 $ 037 $ 025 $ 115
North American Rental Fleet Data:

Average utilizationrate.................... 82% 82% 82% 829 82%
Averagerentalrate ........... .. .......... $§ 283 % 287 § 291 § 297 $ 289
Leasc fleet units (at the end of the period) . . . 99,365 100,217 101,543 101,827 101,827

At December 31, 2006, our European rental fleet totaled approximately 14,500 units, at a utilization rate of
89% and an average rental rate of 88 Euros ($116).

) Year ended December 31, 2005
Quarter First Second Third Fourth Year

Revenues................................ $126,101 $135015 8163476 $167.866 $592,458
Grossprofit.............. ... ... ... ... .. 49,779 52,178 55,557 61,092 218,606
Loss on extinguishment of debt. ....... ... .. — 5,182 25,490 — 30,678
Income (loss) before income taxes ....... ... {1,319) (48400 (23,739) 13,037 {16,861)
Netincome (10s8) ..........oo v ..., (818) (2,686)  (14,668) 7,848 (10,324)

Net income (loss) pcr common share-basic... $ (0.03) § (0.11) $ (0.59) § 020 §$ (037N
Net income (loss) per common share-diluted. $  (0.03) $ (0.11) 3 (059 § 020 $ (0.37)

North American Rental Fleet Data:

Average utilizationrate. .......... ... ... .. 80% 81% 82% 83% 81%
Averagerentalrate ....................... § 258 § 259§ 264 $ 273 $ 263
Leasc fleet units {at the end of the peried). .. 95,988 97,157 98,289 98,184 98,184

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the consolidated financial statements and the
notes thereto and other financial information included in this Form 10-K. Certain statements in this
“Management's Discussion and Analysis of Financial Condition and Results of Operations” are forward-
looking statements. See “Safe Harbor Statement— Cautionary Notice Regarding Forward-1.ooking Statements.”

Business Overview

We derive our revenues and earnings from the leasing and sale of modular space and portable storage
units, delivery and installation of those units and the provision of other ancillary products and services.
Leasing operations, which primarily comprise the leasing of modular space units and the sale of used units
from our lease fleet, account for a majority of our revenues and gross profits. To maintain the value of our
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units, we perform periodic refurbishments to our fleet. Additionally, used modular space units are sold
from our lease fleet in the ordinary course of business at either fair market value or, to a lesser extent,
pursuant to pre-established lease purchase options. The sale of rental units results in the availability of the
total cash proceeds received and is reported as a cash flow from investing activities and generally results in
the reporting of gross profit on such sales. New unit sales revenues are derived from the sale of new
modular space and portable storage units, similar to those units leased by us. Revenues from delivery and
installation result from activities related to the transportation and installation of and site preparation for
both leased and sold products. Other revenues are derived from other products and services including
rental of steps, furniture, ramps and security systems, sales of parts and supplics, and charges for granting
insurance waivers.

Beginning in the sccond half of 2004, we have seen improvements in our market place. Prior to the
second half of 2004, our business was adversely impacted by overall soft economic conditions over the past
scveral years, which affected our construction customers primarily, and state budget issues in certain parts
of the country that have affected our education customers. Although a portion of our business is with
customers in industries that are cyclical in nature and/or subject to changes in general economic
conditions, we believe that certain characteristics of the modular space and portable storage industrics and
our operating strategies help us to limit our exposure to economic downturns. These characteristics include
our typical lease terms, which include contractual provisions requiring customers to rctain units on lease
for, on average, 16 months, and the fact that units on rent have an average lease duration of approximately
28 months; the flexibility and low cost offered to our customers by leasing which may be an attractive
alternative to capital purchases; our ability to redeploy units during regional recessions; the diversity of our
industry exposure; and the geographic balance of our operations.

In the ordinary course of business, we acquire leasing and related businesses. On August 18, 2006, we
acquired a 91.5% interest in Wiron for approximately $53.1 million. Wiron is headquartered in Parla,
Spain and is one of the largest modular space providers in Spain with 14 branch locations. Wiron
manufactures and leases mobile offices and had a lease fleet at acquisition of approximately 14,000 units.
With our acquisition in July 2004 of an 8.5% minority intercst for approximately $4.7 million, we now own
100% of the share capital of Wiron. On February 17, 2006, we acquired American Homes Internacional,
S.A. de C.V., a Monterrey, Mexico-based company that leased and sold mobile office units, for a purchase
price of $5.1 million. This purchase resulted in the acquisition of approximately 300 units and the related
customer base. On February 24, 2005, we acquired Mobile Space, Inc., a Chicago-based company that
lecased and sold modular space units for a purchase price of $4.8 million. This purchase resulted in the
acquisition of approximately 640 units and the related customer base. On November 17, 2004, we
purchased the modular space leasing business of J. Leo Chartrand Inc., 2 Montreal-based Canadian
company. The purchasc price was approximately $1.9 million and the transaction added approximately 160
units.

On March 26, 2004, we acquired nearly 3,800 modular Division of State Architect (“DSA™) classroom
units located in the State of California from Transport International Pool, Inc. (d/b/a GE Modular Space)
for approximately $43.5 million. The assets were acquired using available funds under our revolving credit
facility. The acquisition included the purchase of units, equipment associated with these classroom units as
well as rights under all outstanding leases related to these classroom units and certain other assets. We did
not acquire employees, physical facilities, sales force, or other business related items. In addition, the
customer base, which is primarily public and private educational institutions in the State of California, is
similar to, and in many cases duplicative of, our existing customer base. As a result, we consider the
purchase of these assets an asset purchase rather than an acquisition of a business. The average age of the
units when acquired was approximately 6 years while the remaining depreciable lives ranged from
2 to 19 years with an average remaining life of approximately 14 years.
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During 2005, we completed an initial public offering of shares of our common stock. Net proceeds of
the initial public offering to us were approximately $223.1 million. In connection with the initial public
offering, our subsidiary, Scotsman, entered into an Amended and Restated Credit Facility. The Amended
and Restated Credit Facility consists of a revolving credit facility of $500 million and a term loan of
$150 mitlion, cach of which matures in 2011, We also issued $350 million aggregate principal amount of
8.5% Notes maturing in 2015. We used the net proceeds reccived from the initjal public offering, together
with the procceds from the offering of the 8.5% Notes and the borrowings under the Amended and
Restated Credit Facility to repurchase or redeem our 9.875% Notes (the 9.875% Notes) due 2007,
repurchase the 10.0% Notes (the 10% Notes) due 2008, pay premium costs, accrued interest and
transaction fees and expenses. In May 2006, we completed a secondary offering of shares of our common
stock. Net proceeds of the secondary offering to us were approximately $51.5 million. In addition, during
April, 2006, Scotsman issued $100 million of additional 8.5% Senior Notes maturing in 2015. We used the
net procceds for the secondary offering, together with the proceeds from the additional offering of the
8.5% Notes to repay a portion of our indebtedness under the revolver portion of the Amended and
Restated Credit Facility and pay related fees and expenses.

The following table shows the percentage of total revenues represented by the key items included in
our statcments of operations. Certain amounts may not add due to rounding.

Fiscal Year Ended
December 31,
2004 2005 2006

Revenues:
Leasing. ... o 448% 418% 428%
Sales:

Newunits...... .. .o 17.3 217 20.5

Rentalequipment ...... ... ... .. ... 59 6.3 7.5
Delivery and installation. ... ... .. .. ... .. . . . . . . .. . . . ... 23.3 22.9 21.7
Ot L 8.7 7.3 7.5

Totalrevenues ... ... .. 100.0 100.0 100.0
Cost of sales and services:
Leasing:

Depreciation and amortization ........... ... ... ... ... . 9.8 8.9 8.5

Other direct leasing costs . . ... .......... .. 10.4 10.1 9.8
Sales:

New units. . ..o 14.6 17.8 16.1

Rental equipment .......... ... ... . . .. . ... ... ... 4.6 4.9 54
Delivery and installation. ........... ... ... . .. ... ... .. ... . . ... 20.3 19.5 17.4
Other .o 1.9 1.9 1.4

Total costs of sales and services, .. ......... . ... oo 6L.6 63.1 58.6

Grossprofit. . ... . 38.4 36.9 414
Sclling, general and administrative expenses. .. ......................... 16.8 16.4 17.0
Other depreciation and amortization. . ............... ... ... ... ... ... 3.0 2.8 2.8
Interest. ..o 18.6 15.4 10.6
Loss on early extinguishment of debt............................. . ... — 5.2 —

Total operating expenses . .............. ... .. 384 39.8 30.4

[ncome (loss) before income taxes .. ............... ... ... ... ... 0.0 (2.9) 11.0
Income tax expense (benefit). . ........... ... ... . 0.7 (1.1) 38

Netincome (J0SS). ..o (0% (1.8)% 7.2%
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Critical Accounting Policies and Estimates
General

This discussion and analysis of our financial condition and results of operations is based upon our
consolidated financial statements, which have been prepared in accordance with accounting principles
generally accepted in the United States. The preparation of these financial statements requires us to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and
related disclosure of contingent liabilities. See Note 2 of the Notes to Audited Consolidated Financial
Statements for further information. On an on-going basis, we evaluate estimates, including those related to
depreciation of rental equipment, allowance for doubtful accounts, contingencies, goodwill impairment,
and income taxes. We base our estimates on historical experience and on various other assumptions that
are believed to be reasonable under the circumstances, the results of which form the basis for making
judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions. We
believe the following critical accounting policies affect our more significant judgments and estimates used
in the preparation of the consolidated financial statements.

Depreciation of rental equipment

We depreciate rental equipment over its estimated useful life, after giving effect to an estimated
salvage value. The useful life of our rental equipment is determined based on our estimate of the period
over which the asset will generate revenue (generally 20 years), and the residual value (typically 50% of
original cost in North America and 10% of original cost in Europe) is determined based on our estimate of
the expected value we could realize from the asset after this period. The lives and residual values are
subject to periodic evaluation and may be affected by, among other factors, changes in building codes,
legislation, regulations, local permitting and internal factors which may include, but are not limited to,
changes in equipment specifications or maintenance policies. If these estimates change in the future, we
may be required to recognize increased or decreased depreciation expense for these assets. For example, a
change in our estimated useful life to 15 years from 20 years would decrease net income by approximately
$21.6 million for the year ended December 31, 2006, while a change in the residual value to 40% from 50%
would reduce net income by approximately $3.2 million for the year ended December 31, 2006.

Allowance for doubtful accounts

We are required to estimate the collectibility of our trade receivables. Accordingly, allowances for
doubtful accounts are maintained for estimated losses resulting from the inability of our customers to
make required payments. We evaluate a variety of factors in assessing the ultimate realization of these
receivables including the current credit-worthiness of customers. The allowance for doubtful accounts is
determined based on historical collection results, days sales outstanding trends, and a review of specific
past due reccivables. If the financial condition of our customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be required, resulting in
decrecased net income.

Contingencies

We maintain insurance coverage for our operations and employees with appropriate aggrepate, per
occurrence and deductible limits as we reasonably determine is necessary or prudent based on current
operations and historical experience. The majority of these coverages have large deductible programs
which allow for potential improved cash flow bencfits based on our loss control efforts. Qur current per
incident deductibles are $125,000 for employee group health insurance and $500,000 for worker’s
compensation, auto, and general liability each. We expense the deductible portion of the individual claims.
However, we generally do not know the full amount of our exposure to a deductible in connection with any
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particular claim during the fiscal period in which the claim is incurred and for which we must make an
accrual for the deductible expense. We make these accruals based on a combination of the claims review
by our staft and our insurance companies, and, periodically, the accrual is reviewed and adjusted based on
our loss experience. Our loss experience is based largely on our estimates of known and anticipated claims
based on historical claims experience from our operations. These estimates incorporate the information we
obtain from insurers and data analysis of trends in our pending and settled claims. A high degree of
judgment is required in developing these estimates of amaunts to be accrued, as well as in connection with
the underlying assumptions. In addition, our assumptions witl change as our loss experience is developed.
All of these factors have the potential for significantly impacting the amounts we have previously reserved
in respect of anticipated deductible expenses, and we may be required in the future to increase or decrease
amounts previously accrued, As of December 31, 2006 and December 31, 2005, we had approximately

$7.5 million and $7.9 million, respectively, of liabilities recorded related to insurance. Amounts accrucd
have not varied significantly from period to period or from actual expericnce.

We are subject to proceedings, lawsuits, and other claims related to environmental, product and other
matters, and arc required to assess the likelihood of any adverse judgments or outcomes to these matters
as well as potential ranges of probable losses. As noted above, we have insurance policies to cover general
liability and workers compensation related claims. A determination of the amount of net reserves required,
if any, for these contingencies is made after analysis of each individual matter. The required reserves may
change in the future due to new developments in each matter or changes in approach such as a change in
scttlement strategy in dealing with these matters.

Goodwill Impairment

At December 31, 2006, we had approximately $182.8 million of goodwill. Goodwill is initially
measured as the excess of the cost of an acquired business over the fair value of the identifiable net assets
acquired. We do not amortize goodwill, but rather review our carrying value for impairment annually on
October I, and whenever an impairment indicator is identified. The goodwill impairment test involves a
two-step approach. Under the first step, we determine the fair value of each reporting unit to which
goodwill has been assigned. Our geographically-based operating scgments are the reporting units for
purposcs of our impairment test. We compare the fair valuc of each reporting unit to its carrying value,
including goodwill. We cstimate the fair value of each reporting unit by utilizing published market
EBITDA multiples of similar publicly traded companies as well as our own. If the estimated fair value
exceeds the carrying value, no impairment loss is recognized. If the carrying value exceeds the fair value,
goodwill is considered potentially impaired and the second step is completed in order to measure the
impairment loss. Under the second step, we calculate the implied fair value of goodwill by deducting the
fair value of all tangible and intangible net assets, including any unrecognized intangible assets, of the
reporting unit from the fair vatue of the reporting unit as determined in the first step. We then compare
the implicd fair value of goodwill to the carrying value of goodwill. If the implied fair value of goodwill is
less than the carrying value of goodwill, we recognize an impairment toss equal to the difference,

If our EBITDA was to decline substantially in the future, we may determine that our goodwill is
impaired and make appropriate adjustments in accordance with our stated accounting policy for goodwill.
The most signiticant intangible asset recorded in our business combinations has been goodwill. As of
December 31, 2006, the carrying value of our other intangible assets was $17.0 million, or 1.1% of total
assets.
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Income Taxes

We are required to estimate income taxes in each of the jurisdictions in which we operate. The
process involves estimating actual current tax expense along with assessing temporary differences resulting
from differing treatment of items for book and tax purposes. These timing differences result in deferred
tax assets and liabilities, which are included in our consolidated balance sheet. We have considered future
taxable income resulting from taxable temporary differences and our profitable operations in assessing the
need for the valuation allowance. As of December 31, 2006, our deferred tax assets were $103.8 million,
net of a valuation allowance of $0.9 million, and our deferred tax labilities were $259.5 million. Our
deferred tax assets consist primarily of futurc tax benefits associated with our NOL carryovers. Our
valuation allowances at December 31, 2006 relate principally to deferred tax assets from our operations in
Spain, which do not have a recent history of profits. These NOL carryovers for income tax purposes have
been largely created by originating deductible temporary differences in depreciation expense of our lease
fleet. We expect that our taxable income in future periods will increase significantly as these differences
reverse, allowing us to utilize substantially all of our NOL carryovers. If our operating results were to
deteriorate and our future taxable income was insufficient to utilize these NOL carryovers before they
cxpire, we would be required to increase the valuation allowance that we have recorded for our deferred
tax assets.

Share Based Payments and Stock Compensation Expense

From time to time, we 1ssue options to key employees under stock option plans approved by our board
of directors. From 2003 to 2008, we accounted for these option grants using the fair value recognition
provisions of Statement of Financial Accounting Standards (“SFAS”) No. 123, Accounting for Stock-Based
Compensation (“SFAS No. 1237). As more fully described in Note 12 to our audited consolidated financial
statements in this Form 10-K, effective January 1, 2006, we adopted the fair value recognition provisions of
SFAS No. 123-R, Share-Based Payment (“SFAS No. 123-R”), using the modified prospective transition
method. Under that transition method, compensation cost recognized in the year ended December 31,
2006 includes compensation cost for all share-based payments granted prior to, but not yet vested as of
January 1, 2006, based on the grant date fair value estimated in accordance with the original provision of
SFAS No. 123. The adoption of SFAS No. 123-R did not have a significant impact on the Company’s
financial position or its results of operations.

In applying the fair value accounting provisions of SFAS No. 123-R, we use a generally accepted
option valuation model, the Cox Rubenstein binomial valuation model. This model requires specified
inputs to determine the fair value of our stock options, including (i) the fair value of our common stock on
the grant date, (ii) the expected volatility of cur common stack dver the expected option life, (iit) the risk-
free interest rate, (iv) the expected dividend yield, and (v) the expected option life. As a result of our initial
public offering in September 2005, we are utilizing a simplified method for determining the expected term
of the option in accordance with SEC Staff Accounting Bulletin No. 107. This simplified method calculates
the expected term of the option as the sum of the vesting term and the original contract term of the option
divided by two. Prior to our initial public offering, we estimated expected option life using historical data
that considered expected changes in our ownership that would accelerate the option vesting. The fair value
of our common stock on the grant date is determined by the opening price quoted on the NASDAQ
exchange on the date of grant. Prior to the initial public offering, fair value was determined using a
valuation performed by a stockholder. We used this stockholder to assist us with the valuation of our
common stock rather than an independent third party appraiser because we determined that this
stockholder had extensive relevant valuation experience and was uniquely informed about our business and
industry characteristics. This valuation was determined utilizing a variety of assumptions, including among
other things, published market EBITDA multiples of comparable publicly traded companies, published
data from similar private transactions, and our forecasts of future cash flows. We use historical data and
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objectively verifiable information to determine the risk-free interest rate and the expected dividend yield.
The most sensitive estimates that we make in determining the fair value of our stock option grants is
expected volatility of our common stock. We have used published historical stock indices of comparable
companies to estimate our common stock’s volatility.

In March 2005 we granted 173,987 options with an excrcise price of $14.86 per share and in
Scptember of 2005, we granted 529,100 options with an exercise price of $16.00 per share. In addition, in
July 2006, we granted 609,750 options with an exercise price of $21.67 per share. The cstimated fair value
of the options of $1.1 million or $6.38 per share for the March 2005 option grant, was fully vested as of the
date of the initial public offering and the $4.2 million or $7.97 per share for the September 2005 option
grants and $6.8 million or $11.22 per share for the July 2006 grants is being amortized over the respective
vesting periods of four years. As of December 31, 2006, the September 2005 and July 2006 option grants
have not completely vested. Total compensation costs related to these nonvested awards not yet
recognized in the Company’s financial statements approximates $7.2 million as of December 31, 2006 and
is expected to be recognized over a weighted average period of 2.2 years. We believe that our estimates of
the fair value of the stock options granted in recent periods are reasonable and supportable.

Pending Accounting Pronouncements

In Junc 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation 48,
Accounting for Uncertainty in Income Taxes (“FIN 487), an interpretation of SFAS No. 109, Accounting for
Income Taxes. The interpretation prescribes a consistent recognition threshold and measurement attribute,
as well as criteria for subsequently recognizing, derecognizing and measuring tax positions for financial
statement purposes. The interpretation also requires expanded disclosure of uncertain tax positions. The
interpretation is effective for the Company on January 1, 2007. The Company does not anticipate that the
adoption of FIN 48 will have a material impact on its financial position or results of operations,

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 1577).
SFAS No. 157 defines fair value, establishes a framework for measuring fair value under generally
accepted accounting principles, and expands disclosures about fair value measurements. SFAS No. 157
emphasizes that fair value is a market-based measurement, not an entity-specific measurement, and states
that a fair value measurement should be determined based on the assumptions that market participants
would use in pricing the asset or liability. This Statement applies under other accounting pronouncements
that require or permit fair value measurements, the FASB having previously concluded in those accounting
pronouncements that fair value is the relevant measurement attribute. Accordingly, this Statement does
not require any new fair value measurements. SFAS No. 157 is effective for fiscal years beginning after
November 15, 2007, and the Company intends to adopt the standard on January 1, 2008. The Company is
currently evaluating the impact, if any, that SFAS No. 157 will have on its financial position, results of
operations and cash flows, but does not believe the effect wilt be material.

Results of Operations
2006 Compared With 2005

Revenues for the year ended December 31, 2006 were $680.8 mitlion; an $88.3 million or 14.9%
increase from revenues of $592.5 million in the same period of 2005. The increase resulted from a $44.0
million or 17.8% increase in leasing revenue, a $13.6 million or 36.3% increase in sales of rental
equipment, a $11.6 million or 9.0% increase in sales of new units, a $12.0 million or 8.9% increase in
delivery and installation revenue, and a $7.1 million or 16.4% increasc in other revenue from the same
period in 2005, The increase in leasing revenues of 17.8% was driven primarily by our North American
operations, The increase in North American operations resulted from an increase in average units on rent
of approximately 3,200 units and an increase in the average rental rate for the year ended December 31,




2006 from $263 to $289 or $26. The increase in units on rent is attributable to overall business
improvement across all North American regions including Canada, the contribution from fleet acquisitions
since last year and increascd demand for our portable storage product. The increase in the average rental
ratc in North America was primarily a result of rental rate increases during 2005 and 2006 as well as
positive changes in the mix of units on rent for the comparable periods. Average fleet utilization of
approximately 82% in North America for the year ended December 31, 2006 was up approximately 0.7
percentage points from the same period of the prior year. Utilization of our North American modular
equipment increased 1.7 percentage points to 83%, while the average rental rate increased from $309 to
$342 for the year ended December 31, 2006 compared to the prior year. Lease revenue from the

August 2006 Wiron acquisition approximated $6.3 million for the year ended December 31, 2006. The
increase in sales of rental units of 36.3% was primarily due to the strong sale of rental units in the
southeast and central southwest regions of the country due to increased hurricane-related activity, as well
as continued strong demand in the oil and gas sector in Canada. The 9.0% increasc in sales of new units for
the year ended December 31, 2006 as compared to the same period of 2005 is primarily attributable to
military projects completed in the first half of 2006 as well as sales of new units in the central southwest
region of the country primarily as a result of the effects of Hurricane Katrina, and sales in western Canada
related to the oil and gas sector. Large sales in the prior year period, in particular, in the western and
southern regions of the country primarily related to classroom units and U.S. military contracts partially
offset this increase. The increasc in delivery and installation revenue is largely due to increased units on
rent for the year ended December 31, 2006 as compared to the same period of 2005 as well as the increase
in sales activity discussed above. The increase in other revenue of 16.9% was primarily due to increased
revenuc from steps, ramps and other ancillary products related to the increased sales and leasing of units.

Gross profit for the year ended December 31, 2006 was $281.8 million; a $63.2 million or 28.9%
increase from the year ended December 31, 2005, Leasing gross profit margin increased $32.2 million
compared to 2005 while leasing gross profit margin percentage increased by approximately 2.8 percentage
points. These increases were a result of the increased leasing revenues of 17.8% described above partially
offsct by a 10.4% increase in dircct leasing costs attributable to refurbishment and maintenance costs
incurred to put increased units on rent as compared to the prior year, as well as increased depreciation
expense related to the growth in fleet and increased capital expenditures for improvements to older units.
Delivery and installation gross margin increased $9.4 million for the year ended December 31, 2006
primarily as a result of strong sales and modular building activity in the central southwest as well as overall
additional units on rent. The gross profit margin percentage increased approximately 5.2 percentage
points, which is primarily attributable to the increased margins on related sales during the year ended
Deccmber 31, 2006, as well as higher margins on certain modular construction projects in 2006 as
compared to 20035. Gross profit margin and gross profit margin percentage related to new unit sales
increased $7.5 million, or 4.0 percentage points, primarily due to the increase in sales described above, as
well as higher margins related to the hurricane sales described above and higher margins on certain
modular construction projects during the year ended December 31, 2006 as compared to the prior year.
Gross profit margin from other revenues increased $8.1 million while gross profit margin percentage from
other revenues increased 5.6 percentage points from the prior year as a result of the increased sales of
ancillary products discussed above. Gross profit margin and gross profit margin percentage from sales of
rental units increased by $6.0 million, or 5.5 percentage points, primarily as a result of the increased
revenues discussed above and the corresponding favorable change in mix of rental units sold as compared
ta 2005.

Selling, general and administrative expenscs for the year ended Deccmber 31, 2006 increased by
approximately $18.6 million or 19.2% to $115.6 million from $97.0 million in the same period in 2005. The
increase in selling, general, and administrative expense is primarily associated with increased employee and
facility related costs to support growth of our revenues discussed above, as well as increased insurance and
costs related to the Company’s new public company status, including costs incurred to ensure compliance

31




with the requirements of the Sarbanes-Oxley Act of 2002 and incremental costs related 1o our European
operations. These increases were partially offset by decreased stock compensation expense related to the
acceleration of options in 2005. Selling, general, and administrative cxpenses as a percentage of total
revenues increased (1.6 percentage points to 17.0% for the year ended December 31, 2006 as compared to
the prior year,

Interest expense decrcased by 20.7% to $72.3 million for the year ended December 31, 2006 from
$91.2 million in 2005. This decrease is primarily a result of the refinancing transactions that occurred in
2005 and 2006, as well as the effective interest rate on our total debt decreasing approximately 82 basis
points over the same period of 2005. During the year ended December 3 1, 2005, we recorded a loss on the
carly extinguishment of debt of $30.7 million resulting from the writc-off of deferred financing costs of
$12.5 million and prepayment costs, premium and unamortized discount of $18.2 million associated with
the company’s refinancing transactions which included entering into an amended and restated credit
facility in June 2005 and the repurchase or redemption of the Company’s 9.875% and 10% Notes during
September 2005.

For the year ended December 31, 2006 and 2005, income tax expense (bencfit) was $26.0 million and
$(6.5) million, respectively. Our effective tax rate for the year ended December 31, 2006 and 2005 was
34.6% and (38.8)%, respectively. The decrcase in the 2006 effective tax rate is primarily the result of a
reduction of the valuation allowance for deferred tax assets of $1.7 miliion during the third quarter related
to certain net operating loss carryforwards. As a result of increases in 2006 taxable income, these net
operating loss carryforwards will be used and a valuation allowance against these particular net operating
loss carryforwards is no longer necessary. Also during 2006, the effective tax rate was reduced as a result of
a change in the estimated future effects of income taxes on cumulative temporary differences resulting
from recent changes to cnacted tax rates for Canada and certain of its provinees,

2005 Compared With 2004

Revenues for the year ended December 31, 2005 were $592.5 million; a $94.5 million or 19.0%
increase from revenues of $497.9 million in the same period of 2004. The increase resulted from a $24.8
million or 11.1% increase in leasing revenue, $41.9 million or 48.5% increase in sales of new units, a $19.6
million or 16.9% increase in delivery and installation revenue, and an $8.2 million or 27.8% mcrease in
sales of rental equipment, from the same period in 2004. The 11.1% increase in leasing revenuge for the
year ended December 31, 2003, as compared to the same period of 2004, resulted from an average increase
of approximately 4,100 units on rent and a $13 increase in the average monthly rental rate for the ycar
ended December 31, 2005 from $250 to $263. The increase in units on rent is attributable to overall
business improvement, continued strength in the southeast region of the United States and our Canadian
business, increased demand for our portable storage product, and the contribution from fleet acquisitions
since last year. The $13 incrcase in the average monthly rental rate was primarily a result of rental rate
increases during 2004 and 2005, positive changes in the mix of units on rent for the comparable periods
and continued price improvement in the Canadian region. Average flect utilization of approximately 81%
for the year ended December 31, 2005 was up approximately 1.4 percentage points from the same period
of the prior year. The 48.5% increase in sales of new units is primarily attributable to an increase of sales,
in particular, in the western and southern regions of the country primarily related to sales of classroom
units as well as sales under U.S. military contracts and hurricane recovery related sales. The increase in
delivery and installation revenue of 16.9% is largely due to increased units on rent for the year ended
December 31, 2005 as compared to the same period of 2004 as well as an increase in sales activity discussed
previously. The increase in sales of rental units of 27.8% was primarily due to the sale of rental units in the
Central Southwest regions of the country as a result of hurricane recovery activity experienced during the
second half of 2003 as well as sales of units in the western regions of the country.




Overall gross profit for the ycar ended December 31, 2005 was $218.6 million; a $27.8 million or
14.6% increase from the year ended December 31, 2004. Total gross margin percentage for the year ended
December 31, 2005 was 36.9% as compared to 38.4% for the same period of 2004. In addition to factors
described below, the decrease in overall gross margin percentage was impacted by a heavier mix of lower
margin sales revenue. Leasing gross profit margin increased $13.0 million from the same period in 2004
while leasing gross profit margin percentage decreased by approximately 0.3 pereentage points. The
decrease in gross profit margin percentage was a result of a 15.8% increase in direct leasing costs for fleet
refurbishment and maintenance related to increased utilization and an increase in depreciation expense
from fleet growth. Gross profit margin and gross profit margin percentage related to new unit sales
increased $9.4 million and 2.2 percentage points, respectively, primarily duc to higher margins on sales in
Canada and sales of certain modular building projects during the year ended December 31, 2005 as
compared to the same period in the prior year. Delivery and installation gross margin increased $4.9
million for year ended December 31, 2005 primarily as a result of increased delivery and installation
revenue discussed above. Delivery and installation gross profit margin percentage increased approximately
1.8 percentage points which is primarily attributable to the increased margins on related sales of new and
rental units during the year ended December 31, 2005 as well as higher margins on certain modular
building projects in 2005 as compared to 2004, Gross profit margin and gross profit margin percentage
from sales of rental units increased by $2.2 million and 1.0 percentage points, respectively. Gross profit
margin increased primarily as a result of the increased revenues discussed above, while the increase in
gross profit margin percentage was primarily the result of the change in mix of rental units sold as
compared to the same period of 2004. Gross profit margin from other revenues decreased $1.7 million
while gross profit margin percentage from other revenues decreased 3.9 percentage points tfrom the same
period in 2004, primarily as a result of $3.3 million of revenue in 2004 representing the realized gain from
the involuntary conversion of assets impacted by hurricanes in the southeast region of the country as well
as a $1.7 million charge in 2005 related to our estimate of losses related to the impact of recent hurricancs,
partially offset by final settlement of 2004 hurricane insurance proceeds of approximately $0.7 million.

Selling, general and administrative expenses for the year ended December 31, 2005 increased by
approximately $13.6 million or 16.3% to $97.0 million from $83.4 million in the same period of 2004,
During September 2005, we recorded approximately $2.4 million of additional stock compensation expense
related to the acceleration of options vesting as a result of our initial public offering. Excluding stock
compensation expense, selling, general and administrative expenses increased $9.8 million or 11.8%. This
increasc is primarily associated with increased employee, facility, and marketing related costs, as well as
increases in the allowance for uncollectible accounts primarily to support or related to the growth of our
revenues discussed above. These increases were partially offset by favorable insurance experience for the
period and the recording of a charge of approximately $0.9 million in 2004 resulting from the write-off of
deferred costs in connection with the suspension of negotiations related to a European acquisition target.

Intcrest expense decreased by 1.3% to $91.2 million for the year ended December 31, 2005 from $92.4
million in the same period in 2004. This decrease is primarily related to the amortization of our deferred
financing costs decreasing $1.5 million and our total average debt decreasing $8.4 million. These decreases
are partially offset by an increase in our effective interest rate of approximately 10 basis points over the
same period of 2004, The decrease in the average debt balance is primarily the result of our initial public
offering during the third quarter of 2003 as well as the refinancing of our debt which included entering into
the Amended and Restated Credit Facility in June of 2005 and the repurchase or redemption of our
9.875% and 10% Notes during September 2005 and the issuance of the 8.5% Notes. As a result of these
refinancing transactions, we recorded a loss on the carly extinguishment of debt of $30.7 million resulting
representing the write-off of deferred financing costs of $12.5 million and prepayment costs, premiums and
unamortized discounts of $18.2 million associated with the redemption of the 9.875% and 10% Notes.
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For the year ended December 31, 2005 and 2004, we recorded an income tax benefit of $6.5 million
and income tax expense of $3.6 million, respectively. Our effective tax rate for the vear ended
Deccmber 31, 2005 was 38.8%. Our effective tax rate for the year ended December 31, 2004 was impacted
by a $2.5 million charge related to a change in the cstimate of the future effeets of state income taxes on
deferred income tax balances resulting from a change in the estimated income apportionment among
states in which we do business. In addition, the effective income tax rate differs from the U.S. Federal
statutory income tax rate principally because we have not recognized a benefit for NOL carryforwards
generated from our operations in Mexico and Europe due to uncertainties surrounding their ultimate
realization.

Liquidity and Capital Resources

Cash and cash equivalents (decreased) increased as follows for the year ended December 31, (in
mitlions):

2004 2005 2006
Cash provided by operating activities. ... ............ $ 569 $ 675 $ 1013
Cash used in investing activities .. .................. (102.9)  (115.3) (184.6)
Cash provided by financing activities. .. ............. 46.2 474 89.7
Exchange effect on cash and cash equivalents ... ... .. 0.4 (0.1) 0.4
Increase (Decrease) in cash and cash cquivalents. . . . . $ 06 $ (05 $ 6.0

We currently conduct virtually all of our business operations through Scotsman and to a lesser extent,
our subsidiaries in Mexico and Spain. Accordingly, our only material sources of cash are dividends that are
derived from earnings and cash flow generated by Scotsman. Indebtedness of Scotsman may limit or
prohibit the payment of dividends to us. In particular, the Amended and Restated Credit Facility and the
indenture for the 8.5% Notes contain restrictions on the amount of dividends that Scotsman can pay us. To
maintain the value of our lease fleet, which generates significant rental value, we perform periodic
refurbishments to our fleet. The capital expenditures for such refurbishments are reflected in cash flow
used in the investing activitics but not in cash flow from operations. As a result, cash flow from operating
activities should not be evaluated without also considering cash flow used in the investing activities,
together with cash flow from financing activities and net income.

During 2004, 2005 and 2006, our principal sources of funds, othcr than our refinancing activities
discussed below, consisted of cash flow from operating sources. Cash flow from operating activities of
$56.9 million in 2004, $67.5 million in 2005, and $101.3 in 2006 were largely generated by the rental of units
from our leasc fleet, sales activities, the associated delivery and installation services from rental and sales
activities and other products. The $33.8 million increase in cash flows from operating activities for the year
ended December 31, 2006 from 2005 was primarily attributable to increased profits resulting from sales of
new and rental equipment units, increases in leasing revenue as well as related increase in delivery and
installation revenue. See “Results of Operations” above for further discussion of sales and leasing gross
profit. In addition, the Company incurred significantly lower interest charges and corresponding payments
during 2006 as a result of the 2005 refinancing activities. This increase over the prior year is partially offsct
by changes in cash flows from the timing of payments included in accounts payable and accrued expenses.

The $10.6 million increase in cash flow from operating activities for the year ended December 31,
2005 from 2004 was primarily the result of increased earnings discussed above offset by increased
expenditures for ancillary product inventories such as steps and ramps to support the growth in units on
rent. In addition, cash flow from operating activities were impacted by an increase in accounts receivable
activity primarily as it relates to education customers, offset by increases in accounts payable and accrucd
expenses due to timing of payment.
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Cash used in investing activities was $102.9 million in 2004, $115.3 million in 2005, and $184.6 million
in 2006. Our primary capital expenditures are for the discretionary purchase of new units for our lease fleet
and betterments to the fleet, We scek to maintain our lease flect in good condition at all times and
generally increase the size of our leasc fleet only in those local and regional markets experiencing
economic growth and established unit demand.

We also acquire fleet though business acquisitions. In August 2006, we acquired Wiron
Construcciones Modulares, S.A., a Parla, Spain-based company, for $53.1 million as more fully discussed
below. In February 2006, we acquired American Homes International, S.A. de C.V., a Monterrey, Mexico-
based company, for $5.1 million. In February 2005, we acquired Mobile Space Inc., a Chicago-based
company that leased and sold modular space units. This purchase resulted in the acquisition of
approximately 640 units with a purchase price approximating $4.8 million. In August 2004, we made our
initial investment in Wiron, for approximately $4.7 million. In March 2004, we acquired nearly 3,800
modular classrooms located in the state of California for approximately $43.5 million. See Note 3 of the
Notes to Audited Consolidated Financial Statements for further discussion of these acquisitions.

The following table sets forth our investment in our lease fleet for the periods indicated.

Year Ended December 31,
2004 2005 2006
(Dollars in millions)

Capital expenditures for rental equipment:
Capital expenditures for lease fleet:

New units ..o $ 634 $103.9 $1316
Betterments . ... 16.5 359 324
Less: Proceeds from sale of used rental equipment . . (294) (375 (51.2)
Net capital expenditures for lease fleet........... 50.5 1023 112.8
Purchase of California classroom fleet ............... 435 —_— —
Purchase price allocated to fleet of acquired businesses 1.2 34 51.1
Net capital expenditures for rental equipment........... $ 952 $105.7 $163.9
Other direct leasing costs included in the statement of
OPCIations. ... ov it e $51.8 $ 599 § 664

We believe we can manage the capital requirements of our lease fleet, and thus our cash flow, through
the careful monitoring of our lease fleet additions.

Our maintenance and refurbishment program is designed to maintain the value of lease fleet units and
realize rental rates and operating cash flows from older units comparable to those from newer units, The
sale of rental equipment helps preserve the overall quality of our Icase fleet and enhances cash flow.
Generally, costs of improvements and betterments aggregating less than $1,000 per unit are expensed as
incurred. Expenditures that significantly extend the cconomic useful life of a unit or that materially alter a
unit’s configuration are capitalized. Consistent with the increase in our fleet utilization discussed earlier,
capitalized betterments for the year ended December 31, 2006 approximated $32.4 million.

Other capital expenditures of $8.1 million, $12.0 million and $14.5 million in 2004, 2005 and 2006,
respectively, consist of items not directly related to the lease fleet, such as branch buildings, land,
cquipment, leaschold improvements and management information systems.

Net cash provided by financing activitics was $46.2 million in 2004, $47.4 million in 2005, and $89.7 in
2006. Net cash provided by financing activities for 2006 consisted primarily of $51.5 million of procceds
from our public offering of common stock discussed below, which was used to pay down debt, as well as
$11.4 million of excess tax benefits from stock-based payment arrangements, $8.4 million in proceeds from
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exercises of stock options and net proceeds from debt of $22.3 million. Net cash provided by financing
activitics for 2005 was primarily related to the results of our refinancing transactions discussed below.

On August 18, 2006, Williams Scotsman Hispania, S.L., a Spanish company (the “Buyer”) and a
wholly-owncd subsidiary of Williams Scotsman Europe, S.L., and sharcholders (the “Sellers™} of Wiron
Construcciones Modulares, S.A. (“Wiron”), entered into a share purchase agreement (the “Agreement”),
pursuant to which the Company acquired a 91.5% interest in Wiron represented by 652,221 shares for
approximately $53.1 million. The purchase price was primarily financed with cash borrowed from the
Company’s amended and restated credit facility. In addition, the Company repaid certain sharcholder debt
in the transaction approximating $3.4 million. The purchase price also includes approximately $7.7 million
of funds that are subject to bank guarantee agreements pending the resolution of certain contingencics as
described in the Agreement. To the extent these contingencies are resolved in favor of the Sellers, these
funds will be released to the Sellers.

Wiron is headquartered in Parla, Spain and is one of the largest modular space providers in Spain with
[4 branch locations. Wiron both manufactures and leases mobile offices and had a lease fleet at acquisition
of approximately 14,000 units. With the Company’s acquisition in July 2004 of an 8.5% minority interest
for approximately $4.7 million, the Company now owns 100% of the share capital of Wiron.

Refinancing Transactions

Equity

On September 23, 2005, we completed an initial public offering of 14,705,882 shares of common stock
for $217.3 million (net of underwriting fees and other offering expenses of approximately $18.6 million). In
addition, in connection with the initial public offering, 454,365 stock options were exercised by our
management and sold, resulting in additional net proceeds of approximately $0.9 million. In addition, we
recorded a tax benefit of $2.3 million related to the exercise of the stock options as additional paid-in
capital. Proceeds of the initial public offering were used to reduce debt. Also, on October 18, 2005, we
received approximately $6.0 million related to the exercise of over-allotment options by the underwriters to
purchase 400,000 shares of our common stock, which was used to pay down borrowings under our
Amended and Restated Credit Facility.

On May 16, 2006, we completed a secondary equity offering of 9,990,793 shares of our common stock
at $26.25 per share. Of the shares, 2,101,724 shares were offered by us and resulted in proceeds of
approximately $51.5 million (net of underwriting fees and other offering expenses of approximately
$3.5 million). In addition, 7,889,069 shares were offered by our selling stockholders, which include related
partics of Cypress, Keystone, and certain members of senior management. Included in the shares offered
and sold by management in connection with this offering were the exercise of 380,000 stock options by
management which resulted in additional net proceeds of $2.0 million to us. We used the proceeds from
this stock offering to repay a portion of our indebtedness under the revolver portion of the Amended and
Restated Credit Facility and pay related fees and expenses.

Debt

On September 29, 2005, Scotsman issued $350.0 million of 8.5% Notes. We used the net proceeds of
$340.9 million received from this offering together with the proceeds from our initial public offering and
the borrowings under the Amended and Restated Credit Facility to repurchase or redeem the 9.875%
Notes and repurchase $148.2 million of the 10.0% Notes. The repurchase or redemption of the 9.875%
and 10.0% Notes (together, the Notes) was conducted through a tender offer and consent solicitation
whercby we offered to purchase all outstanding 10.0% Notes at a cash price of 109.522% of the principal
amount and all outstanding 9.875% Notes at a cash purchase price of 100.5% of the principal amount plus
accrued and unpaid interest. On September 29, 2005, in connection with the tender offer of the Notes, we
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purchased $148.2 miliion of the 10% Notes and $521.0 million of the 9.875% Notes and legally defeased all
remaining outstanding 9.875% Notes. Approximately $25.5 million in deferred financing fees and premium
costs related to the tender offer of the extinguished debt was expensed immediately and included in loss on
carly extinguishment of debt. Also, on April 18, 2006, Scotsman issucd $100 million of additional 8.5%
Notes at a cash price of 101.75% of their principal amount. We used the proceeds to repay a portion of our
indebtedness under the revolver portion of the Amended and Restated Credit Facility and pay related fees
and expenses.

The 8.5% Notes are fully and unconditionally guaranteed on a senior unsecured basis by us and
certain subsidiaries of Scotsman. Willscot Equipment, LL.C, a 1009 owned subsidiary of Scotsman, has
fully and unconditionally guaranteed the 8.5% Notes on a subordinated basis. None of our foreign
subsidiaries (other than our Canadian subsidiary) guarantee the notcs. The 8.5% Notes are due on
October 1, 2015, with interest payable semi-annually on April 1 and October 1 of each year. On October 1,
2010, the 8.5% Notes will become redeemable at our option, at a redemption price of 104.25% of the
principal amount during the 12 month period beginning October 1, 2010 declining to 100.0% on October 1,
2013. At December 31, 2006, we had outstanding principal of $450 million of the 8.5% Notes.

On June 28, 2005, we entered into an Amended and Restated Credit Facility, the net proceeds of
which were used to refinance our prior credit agreement. The Amended and Restated Credit Facility
provides for a $500.0 million revolving credit facility and a $150.0 million term loan. Approximately
$5.2 million in deferred financing costs related to the prior credit facility were expensed immediately for
the year ended December 31, 2005 and included in loss on early extinguishment of debt. During 2006, we
entered into two amendments to our Amended and Restated Credit Facility agreement. The amendments
extended the maturity of the Amended and Restated Credit Facility to April 12, 2011, provided for more
favorable borrowing basc calculations, revised the restrictive covenants to grant us greater flexibility to
incur debt and make acquisitions, and revised the change of control provisions. A change of control is an
cvent of default under the credit agreement. The amendment eliminates the requirement that the Equity
Investors, including related partics of Cypress and Keystone, as more specifically defined in the credit
agreement, retain a minimum ownership percentage of Holdings’ capital stock. Instead the amendment
providcs that it is a change of control if 25% or more of the economic or voting interest in Holdings’
capital stock is acquired on a fully diluted basis, by any person or group, other than the Equity Investors. In
addition, the amendments changed the interest rate on borrowings under the revolver and term loan from
a rate of either prime plus 1% or the Eurodollar rate plus 2.5% to either prime plus 0.50% or the
Eurodollar rate plus 2.0%. The interest rate margin is also subject to pricing adjustments based on excess
availability and a ratio of total funded debt to EBITDA as defined in the Amended and Restated Credit
Agreement.

On March 9, 2007, Scotsman entered into an amendment to its Amended and Restated Credit
Agreement. Under the amendment, WS Canada was released as a guarantor under the Amended and
Restated Credit Agreement, and WS Canada’s pledge of its assets was terminated. In addition, the
amendment provides that Scotsman’s pledge of WS Canada’s stock will be reduced to 65% from 100%. As
a result of the release of WS Canada from its guarantee under the Amended and Restated Credit
Agreemcnt, its guarantee under the 8.5% Notes indenture was also released.

Borrowings under the Amended and Restated Credit Facility, which are based upon a borrowing basc
calculation, are securcd by a first priority lien on and security interest in our rental equipment, accounts
receivable, property and equipment and other assets. The Amended and Restated Credit Facility contains
affirmative and negative covenants customary for such financings including restrictions that substantially
limit the amount of dividends that Scotsman and its subsidiaries can pay to us. In addition, if Scotsman
does not meet certain excess availability requirements, we will be required to comply with a senior secured
leverage ratio, a consolidated interest coverage ratio and a minimum utilization test. During 2006,
Scotsman met the cxcess availability requirements and Scotsman does not have to comply with the
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financial covenants. Excess availability calculated in accordance with the credit agreement under this
facility was $205.5 million at December 31, 2006.

For the next twelve months, we expect that cash flow from operations, cash on hand and available
borrowing capacity under the Amended and Restated Credit Facility will be adequate to {inance our
development plans, ongoing operations and debt service obligations under the Amended and Restated
Credit Facility and the 8.5% Notes. Over the longer term, we believe that cash flow from operations and
available borrowing capacity under the Amended and Restated Credit Facility will generally be sufficicnt
to fund our operations and debt service obligations. However, in order to repay the Amended and
Restated Credit Facility and the 8.5% Notes at maturity, we will need to either refinance these facilities
with indebtedness and/or raise equity capital. Also, in order to complete a major acquisition in North
America or expand significantly in Europe, we may need to incur additional indcbtedness or issue
additional equity capital.

At December 31, 2006, we had outstanding $450 million of 8.5% notes due in 2015 and $425.0 million
in term loan and revolving credit facility debt under our Amended and Restated Credit Facility due in
2011. For a description of the 8.5% Notes, see Note 6 of the Notes to Audited Consolidated Financial
Statcments. Borrowings under the Amended and Restated Credit Facility of $425.0 million include
$150.0 million in term loans and $275.0 million outstanding under the revolving credit facility at
December 31, 2006.

In connection with the acquisition of Wiron, the Company assumcd debt. Wiron's debt was primarily
acquired to finance the purchase of rental equipment and other property and equipment as well as support
operating activities. As of December 31, 2006, the total outstanding debt of Wiron was $35.5 million,
including revolving credit agreements totaling $21.9 million that expire within one year, with average
intcrest rates of 4.0%, as well as capital lease obligations. These amounts are included in the debt balances
above.

On March 8, 2007, the Company acquired the asscts of Honolulu-based Hawaii Modular Space, Inc.,
and its sistcr company, Alaska Modular Space, Inc. for a purchase price of $42.5 million and additional
payments totaling $3.0 million, subject to the acquired companies’ achieving certain financial targets.
Hawaii Modular operates three branch locations across state, while Alaska Modular manages operations
based in Anchorage. The purchased assets include 1,300 units consisting of mobile offices, storage
containers, classrooms and custom modular buildings and the related customer base. The acquisition was
financed with borrowings under the Company’s Amended and Restated Credit Agrcement.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements.




Contractual Obligations

A summary of our significant contractual obligations as of December 31, 2006 is as follows (in
thousands):

Payments Due by Period

Less than After
Contractual Obligations Total 1 year 1—3 years 3—35 vears 5 years
Long term deblt obligations (1) ................. $ 604,580 % 180 $ 2,955 $150,733 $450,712
Capital lease obligations. . ......... .. ...l 14,884 4,949 6,835 2,564 336
Revolving credit facitity (1) ..o ooioin 296,892 21,874 — 275,018 —
Intcrest on variable rate debt obligations (2} ... .. 126,406 30,026 58,705 37,675 —
Intcrest on fixed rate debt obligations ... ........ 336,212 38,642 77066 76,794 143,710
Operating leases (3). ...t 30,162 7,399 10,296 6,093 5,774
Rental equipment purchase obligations (4). ... .. 36,846 36,846 — — —
Total contractual obligations . .................. $1,445,982 $139.916 $155,857 $549,477 $600,732

(1) As more fully described in Note 6 of the Notes to Audited Consolidated Financial Statements, we had
a $150.0 million term loan, $275.0 million borrowed under a revolving credit facility, $450.0 million of
the 8.5% Notes outstanding as of December 31, 2006 and debt related to the Wiron acquisition of
24,842, excluding capital lease obligations per {3) below.

(2) Represents interest on variable rate revolving credit facility and other long term debt assuming a
weighted average interest rate of 6.7%, the rate in effect on December 31, 2006.

(3) In accordance with SFAS No. 13, Accounting for Leases, operating lease obligations are not reflected
in the balance sheet. See Note 8 of Notes to Audited Consclidated Financial Statements for
additional information. Amounts included reflect both interest and principal payments.

(4} Represents open purchasc order commitments related to purchases of new rental units.

The amount of standby letters of credit, which expire in 2007 unless renewed, was $19.7 million at
December 31, 2006.

Seasonality

Although demand from certain of our customers is somewhat seasonal, our operations as a whole are
not scasonal to any significant extent.

Inflation

We believe that inflation has not had a material effect on our results of operations. However, an
inflationary environment could materially increase interest rates on our floating rate debt. The price of
rental equipment sold by us and the replacement cost of such units could also increase in such an
environment, Qur standard lcase gencrally provides for annual rental rate escalation at the inflation rate as
determined by the Consumer Price Index after the end of the initial lease term. In addition, we may seek to
limit our exposure to interest rate fluctuations by utilizing certain hedging mechanisms, although we are
under no obligation to do so. :

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Market risk is the risk of loss to future earnings, to future values, or to future cash flows that may
result from the changes in the price of financial instruments. We are exposed to financial market risks,
including changes in foreign currency exchange rates and interest rates. Exposure to market risks related to
opcrating activitics is managed through our regular operating and financing activities.
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Foreign Currency Risk

The Company is exposed to movements in the exchange rates of various currencies against the United
States dollar. The major foreign currencies in which forcign currency risks exist are the Canadian dollar,
curo, and Mexican peso. The financial statements of the Company’s foreign subsidiarics for which the local
currency is the functional currency have been translated into U.S. dollars in accordance with SEAS No. 52,
Foreign Currency Translation. Asscts and liabilities have been translated using the exchange rate in effect at
the balunce sheet date. Income statement amounts have been translated using the average exchange rates
during the year. The resulting translation adjustments are included in the accumulated other
comprehensive income component of stockholders” equity.

From time to time, currencies may strengthen or weaken in countries in which the Company sells or
leases its product. The Company’s investment in forcign subsidiaries is sensitive to fluctuations in foreign
currency exchange rates. For the years ended December 31, 2006 and 2005, translation adjustments,
recorded in the accumulated other comprehensive income component of stockholders’ equity, incrcased
stockholders’ equity by $0.5 million and $2.8 million, respectively. As a result of the recent acquisition of
Wiron for approximately $53.1 million, the Company has increased its investment in foreign owned
subsidiaries. A 10% depreciation in the functional currency of our Company’s subsidiaries, relative to the
U.S. dollar, would result in an $11.5 million reduction of sharcholders’ cquity.

The Company utilizes foreign currency hedging instruments 1o reduce its cxposure to foreign currency
risk due to fluctuations in exchange rates. During December 2006, the Company entered into a foreign
currency forward contract to manage it’s currency transaction exposure for an intercompany receivable
which arose from the acquisition of Wiron (see Note 3) with a notional amount of EUR 20 million. This
intercompany receivable is expected to be repaid to the Company upon local financing obtained by the
subsidiary during 2007. The Company accounts for derivative financial instruments (foreign currency
forward contract) in accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities (“SFAS No. 1337). The forward contract the Company holds is designated as cash flow hedge and
therefore, the effective portions of changes in the fair value of this derivative is recorded in other
comprehensive income, and the ineffective portion is recognized in earnings. To date, the ineffective
portions of changes in the fair value of derivatives have not been material.

Interest Rate Risk
The table below provides information about our financial instruments that are sensitive to interest

rate changes;

Year of Maturity at December 31, 2006
(in thousands)

2007 2008 2009 2010 2011+ Total Eair Value

Variable Rate Debt . .......... $23.974 §$3560 $2306 $1.541 $425375 $456,756 $456,756
Average Interest Rate. .. ... .. 4.21% 522% 527% 336% 6.85%
Fixed Rate Debt, including

capital lease obligations . .. .. 3,028 2539 1,385 997 451,651 459,600 479,400
Average Interest Rate (includes

imputed interest related to

capital leases) .............. 518% 622% 734% 7.42% 8.50%

40




Item 8. Financial Statements and Supplementary Data

Audited Annual Consolidated Financial Statements for Williams Scotsman International, Inc.
and Subsidiaries:
Report of Independent Registered Public Accounting Firm . ...
Consolidated Balance Sheets as of December 31, 2006 and 2005 .. ... .. oo
Consolidated Statements of Operations for the years ended December 31, 2006, 2005, and 2004 . ...
Consolidated Statements of Changes in Stockholders” Equity for the years cnded December 31,
2006, 2005 and 2004, . . .. L
Consolidated Statements of Cash Flows for the years ended December 31, 2006, 2005 and 2004 . ..
Notes to Consolidated Financial Statements ... ... .o e i ia e

41

42
43
44

45
46
47




Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Williams Scotsman International, Inc.

We have audited the accompanying consolidated balance sheets of Williams Scotsman
International, Inc. and subsidiaries as of December 31, 2006 and 2005, and the reiated consolidated
statements of operations, changes in stockholders’ equity and cash flows for each of the three years in the
period ended December 31, 2006. Our audits also included the financial statement schedule listed in the
Index at Item 15 (a) (2). These financial statements and schedule arc the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements and schedule based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes cxamining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, and evaluating the overall financial statement presentation, We believe that our audits
provide a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Williams Scotsman International, Inc. and subsidiaries at December 31,
2006 and 2005, and the consolidated results of their operations and their cash flows for each of the three
years in the period ended December 31, 2006, in conformity with U.S. generally accepted accounting
principles. Also, in our opinion, the related financial statement schedule, when considered in relation to
the basic financial statements taken as a whole, presents fairly in all material respects the information set
forth therein.

As discussed in Note 2 (1) to the consolidated financial statements, on January 1, 2006 the Company
adopted the provisions of SFAS No. 123 (R), Share-Based Payment, and changed its method of accounting
for share-based payments using the modified prospective transition method.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Williams Scotsman International, Inc.’s internal control over
financial reporting as of December 31, 2006, based on criteria established in Internal Control—Integrated
Framework issued by the Committec of Sponsoring Organizations of the Treadway Commission and our

report dated March 9, 2007 expressed an unqualified opinion thereon.
Banit ¢ Mu?

Baltimore, Maryland
March 9, 2007
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Williams Scotsman International, Inc. and Subsidiaries
Consolidated Balance Sheets

December 31
2006 2005
(In thousands)

Assets
st $ 6495 § 469
Trade accounts receivable, net of allowance for doubtful accounts of $3,681 in

2006 and 881200 2005 . ... 120,586 94,661
Prepaid expenses and other current assels ... o oo oo 52,938 46,630
Rental equipment, net of accumulated depreciation of $302,177 in 2006 and

B2, 730N 2005 1,006,469 944,629
Property and cquipment, net .. ... o 92,992 81,177
Deferred financing Costs, NCl. ..o i it e e iaie e 19,277 18,042
Goodwill L ... s 182,781 171,166
Other intangible assets, Net .. ... .t e e 17,007 2,369
Other assCLs. L ot 29,374 21,477
TOtal ASSCIS © . oottt e e $1,587,919 $1,380,620
Liabilities and stockholders’ equity
Accounts payable . ... e '$ 58964 § 60,685
Accrucd expenses and other current liabilities .. ... ... . o Lo L 63,721 41,107
Rentsbilledinadvance . ... i 25,031 23,621
Revolving credit facilities .. ... o i i e e e 296,892 364,150
Long-termdebt. ... e 619,464 505,296
Deferred INCOME LAXES ... . e it it ittt et e e itaaaannnns 155,706 141,020
Total Habilities .. ..o i e e e e e 1,219,778 1,135,879

Stockholders™ equity:
Preferred stock, $.01 par value; authorized 20,000,000 shares; no shares
issucd oroutstanding. .. .. ... o — —
Common stock, $.01 par value; authorized 200,000,000 shares; issued
55,699,947 shares as of December 31, 2006 and 51,869,427 shares as of

December 31, 2005 L. 557 519
Additional paid-incapital .. .. ... o oo o 545,124 471,406
Retained carmings .. ... e 100,962 51,846
Accumulated other comprehensive income ... o i, 17,436 16,908

664,079 540,679
Less treasury stock—12,597,848 common shares in 2006 and 2005, at cost. . .. (295,938) (295,938)
Total stockholders’ equity. . ... oo 368,141 244,741
Total liabilities and stockholders’ equity ... ... ... oo ool $1,587,919  §1,380,620

See accompanying notes.




Williams Scotsman International, Inc, and Subsidiaries
Consolidated Statements of Qperations

Revenues
Leasing. . ... e
Salces:
New units. ...
Rentalequipment ......... . . . . .
Deliveryand installation. . ..... ... ... ... ... ... ... ... ...
Other .

Cost of sales and services
Leasing:
Depreciation and amortization . ................ .. . .0
Other direct leasing costs . ... ... i i i
Sales:
New UNItS. ...
Rental equipment ........ ... . ... ... . . .
Delivery and installation. ... ... ... ... L
Other .

Selling, gencral and administrative expenses. .....................

Other depreciation and amortization. ...........................

Interest, including amortization of deferred financing costs of $3,140,
85,465 and 86,959 L

Loss on early extinguishment of debt . ...........................
Total OpeTating eXPenses .. .. ...vr i e,
Income (loss) before income taxes .. ... ... ... .. .........

Income tax expense (benefit).............. ... . ... ...
Netincome (08S). oo i e

Income (loss) per common share—basic. ........................

Income (loss) per common share—diluted .......................

See accompanying notes.
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Year ended I}ecember 31

2006 2005 2004

(Inn thousands except
per share amounts)

$291,701  $247,713  §222.867

139,815 128,244 86,344
51,171 37,530 29,355
147,762 135,715 116,106
50,351 43,256 43,253

680,800 592,458 497,925

57,908 52,614 48,888
66,391 59,932 SL,777

109,403 105,377 72,885
36,580 28,909 22,896
118,349 115,730 101,061
10,328 11,250 9,605

398,959 373852 307,112

281,841 218,606 190,813

115,558 96,968 83,407
18,722 16,618 14,787

72,337 91,203 92,444

90 30,678 —
206,707 235467 190,638
75,134 (16,361) 175

26018  (6537) 3,586

$ 49,116 $(10324) § (3411)

$ LI8 S (037) § (0.14)

§ LIS § (037 $ (0.14)




Williams Scotsman International, Inc. and Subsidiaries
Consolidated Statements of Changes in Stockholders’ Equity
(in thousands)

Accumulated
Additional Other Total
Common Stock Paid-in Retained Comprehensive Treasury Stockholders’
Shares  Amount _ Capital Earnings Income Stock Equity
Balance at January 1,2004 ... ... .. 23,359 $362 $239,738  § 65,381 $ 86021 $(295,938) § 18,364
Non-cash stack compensation
CAPCOSC ..o — — 736 — — — 736
Comprehensive income:
Netloss . ... iiiiiinnn - — — (3411) — — (3,411
Foreign currency translation
adjustment. . ......... .. oL — — — — 5,458 — 5,458
Comprehensive income. .. ......... _ 2,047
Balance at December 31,2004 ... ... 23,559 362 240,474 62,170 14,0749 (295,938} 21,147
Option exercises for purchase of
common stock, inctuding excess
income tax benefit of $2,858 ... .. 607 6 4,235 — — — 4.241
Issuance of common stock {less direct
costs of $18602) .. ... ... ... .. 15,106 151 222,941 — — — 223,092
Non-cash stock compensation expense — — 3,756 — — — 3,756
Comprehensive loss:
Netloss, ..o .. — — — (10.324) — — (10,324)
Foreign currency translation
adjustment. ................. — — — — 2,829 — 2,829
Comprehensive loss ... - (7,495)
Balance at December 31,2005 .. .. .. 39,272 519 471,406 51,846 16,908 (295,938) 244,741
Option cxercises for purchase of
commonstock. .. .. ... L 1,714 17 8,432 — — — 8,449
Excess income tax benefit from option
CXELCISES « o v e v it i i arnnens — —_ 10,850 —_ — —_ 10,850
Issuance of common stock (less direct
costs of $3,550. ...l 2,102 21 51,505 — — — 51,526
Issuance of stock under employee
stock purchase plan. . ... .. ... .. 14 274 — — 274
Non-cash stock compensation expense — —_ 2,657 — — — 2,657
Comprehensive income:
Netincome . ......... ... 0v.un —_ — —_ 49,116 —_ — 49,116
Forcign currency translation
adjustment. . ...l — — — — 528 — 528
Comprehensive income. ... ... ... - 49,644
Bafance at December 31, 2006 .. .. .. 43,102 $557 $545,124  $100,962 $17,436 $(295,938) $368,141

See accompanying notes.




Williams Scotsman International, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

Year ended December 31

2006 2005 2004
{In thousands}

Cash flows from operating activities
Netincome (JosS) .. ... $ 49116 § (10324) § (3411)
Adjustments to reconcile net loss to net cash provided by

operating activities:

Depreciation and amortization . ......................... 79,770 74,965 70,991

Provision forbaddebts . ...... . ... .. ... ... . ... . ... .. ... 4,003 3,204 2,248

Loss on early extinguishmentof debe..................... 920 30,678 —

Deterred income tax expense (benefit) ................... 25,534 (6,537) 3,137

Excess tax henefit from stock-bascd compensation......... (11,440) — —

Non-cash stock compensation expense ................... 2,657 3,756 736

Gain on iNSUTANCE TECOVETY . ..o\t — (662) (3,373)

Gain on sale of rental equipment ........................ (14,591) (8.621) (6,459)

Increase in net trade accounts receivable ................. (16,080) (20,778) (22,375)

(Decrease) increase in accounts payable and accrued

expenses and other current liabilities. .................. (7,540) 19,623 22,261

Increcase in prepaid expenses and other current assets . . .. .. (3,521) (12,037 (4,015)

Other ..o (6,720) (5,752) (2.877)
Net cash provided by operating activities. . .................. 101,278 67,515 56,863
Cash flows from investing activities
Rental cquipment additions. . ....... ... ... .. . ... ... .. (164,032) (139,815) (79,867)
Proceeds from sales of rental equipment, .. .. ............... 51,171 37,530 29,355
Proceeds from sales of fixed assets ......................... 531 — —
Proceeds from insurance recovery.............. .. .. .. ...... — 3,016 5,000
Acquisition of businesses, net of cash acquired .............. (57,722) (4,631) (5,791)
Purchase of California classroom fleet. .. ... ... ... ... ... ... — — (43,572)
Purchase of property and equipment, net ................... (14,513) (12,008) (8,062)
Net cash used in investing activities ........................ (184,565) (115,305)  (102,937)
Cash flows from financing activities
Proceeds fromdebt ......... ... . . . ... 1,022,724 1,473,724 553,937
Repaymentofdebt........... ... ... .. L L. (1,000,379)  (1,631,548)  (506,987)
Proceeds from public offering of common stock, net of issuance

COSLS o e e 51,526 223,092 —
Proceeds from employee stock purchases.................... 274 — —
Proceeds from exercisc of stock options .................... 3.449 1,383 —
Excess income tax bencfit from exercise of stock options. . . . .. 11,440 — —
Increase in deferred financing costs .. ......... ... ... ....... (4,375 (19,266) (757
Net cash provided by financing activities. . ................., 89,659 47,385 46,193
Effect of exchange rate changes . ........ ... ... ... ......... (346) (65) 433
Net increase (decrease)incash............ ... ... ......... 6,026 (470) 552
Cashatbeginning of year .. ......... ... ... ... ... ... .. 469 939 387
Cashatendofyear ......... ... ... . . ... ... .. ... ..., $ 6,495 % 469 % 939
Supplemental cash flow information:

Cash paid for income taxes. ..... .. P $ — 3 — 3 605

Cash paid forinterest ............. ... ... ... ......... $ 67816 $ 90463 $ 84,903

See accompanying notes.

46




Williams Scotsman International, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share amounts)
December 31, 2006

1. Organization and Basis of Presentation

Williams Scotsman International, Inc. (“Holdings” or when including its subsidiaries, the “Company™)
was organized in November 1993 for the purpose of acquiring Williams Scotsman, Inc. (Scotsman).
Holdings conducts business solely as a holding company, the only significant assets of which are the capital
stock of Scotsman, Williams Scotsman Europe, S.L. (“WS Europe”), and Williams Scotsman Mexico S. de
R.L. de C.V. (“WS Mexico™). Therefore any cash dividends to be paid on Holdings’ common stock, or cash
interest to be paid on the debt of the Company are dependent upon the cash flow of Scotsman, WS
Europe, and WS Mexico.

The operations of the Company consist primarily of the leasing and sale of mobile offices, modular
buildings and storage products (equipment) and their delivery and installation throughout the United
States, Canada, Spain, and Mexico.

The Company completed the acquisition of Wiron Construccciones Modulares, S.A. (“Wiron”) on
August 18, 2006. The results of Wiron’s operations have been included in the Consolidated Financial
Statements since August 18, 2006. See Note 3 to the Consolidated Financial Statements.

On May 25, 2005, the Company filed with the Secretary of State of the State of Delaware, a Certificate
of Amendment of its Certificate of Incorporation. The amendment changed the name of the Company
from Scotsman Holdings, Inc. to Williams Scotsman International, Inc.

2. Summary of Significant Accounting Policies

(a) Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States requires management to make cstimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from
these cstimates.

(b) Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Holdings and its 100%
owned subsidiaries. Significant intercompany accounts and transactions have been eliminated in
consolidation.

(c) Cash and Cash Equivalents

The Company considers all highly liquid instruments with a maturity of three months or less when
purchased to be cash equivalents. Substantially all cash and cash equivalents are invested in a money
market investment account. These amounts are stated at cost, which approximates market value.

(d) Fair Value of Financial Instruments

Because of their short-term nature, the amounts reported in the consolidated balance sheet for cash,
receivables, the revolving credit facility and accounts payable approximate fair valuc. The fair value of
long-term debt is based on quoted market prices. The fair market value and cost of the Company’s long-
term debt, net were $660,297 and $619,464 at December 31, 2006 and $505,449 and $505,296 at
December 31, 2005. The Company does not have a significant amount of credit risk associated with the fair




value of its assets and liabilities. Prior to the Company’s acquisition of 91.5% of the comimon stock of
Wiron during 2006, the Company owned an 8.5% minority interest. This interest was not readily
marketable and it was not practicable to estimate the fair value at December 31, 2005.

(e) Accounts Receivable and Allowance for Doubtful Accounts

The Company’s accounts receivable consist of amounts due from customers throughout the United
States, Canada, Spain, and Mexico. Collateral is generally not required. The Company provides for the
allowance for doubtful accounts receivable through a charge to operations in amounts equal to the
estimated losses expected to be incurred in collection of the accounts. The estimated losses arc based on
historical collection experience, days sales outstanding trends, and a review of specific past duc receivables.
Customer accounts are written-off against the allowance for doubtful accounts when an account is
determined to be uncollectible,

() Leasing Operations

Equipment is leased generally under operating leases and, occasionally, under sales-type lease
arrangements. Operating lease terms generally range from 3 months to 60 months, and contractually
averaged approximately 16 months at December 31, 2006. Rents billed in advance are initially deferred
and recognized as revenue over the term of the operating leases. Rental equipment is depreciated by the
straight-line method using an estimated economic useful life of generally 20 years and an estimated
residual value of typically 50% in North America and 10% in Spain.

Costs of improvements and betterments are capitalized, whereas costs of replacement items, repairs
and maintenance are expensed as incurred. Costs incurred for equipment to meet particular lease
specifications are capitalized and depreciated over the lcase term. However, costs aggregating less than $1
per unit are generaliy expensed as incurred.

(g} Property and Equipment

Property and equipment is stated at cost. Depreciation is computed by the straight-line method over
estimated useful lives ranging from 15 to 40 years for buildings and improvements, 3 to 10 years for
furniture and equipment, and 3 to 5 for computer software. Maintenance and repairs are charged to
expensc as incurred.

{h)} Deferred Financing Costs

Direct and incremental costs of obtaining debt are capitalized and amortized using the straight-line
method, which approximates the effective interest rate method, over the term of the related debt.

(i} Goodwill

Goodwill is initially measured as the excess of the cost of an acquired business over the fair value of
the identifiable nct assets acquired. The Company does not amortize goodwill, but rather reviews its
carrying value for impairment annually, and whenever an impairment indicator is identificd.

The goodwill impairment test involves a two-step approach. Under the first step, the Company
determinces the fair value of each reporting unit to which goodwill has been assigned. The geographically
based operating scgments of the Company are the reporting units for the impairment test. The Company
comparcs the fair value of the reporting unit to its carrying value, including goodwill. The Company
estimates the fair values of its reporting units by utilizing market operating data multiples of similar
publicly traded companies, as well as its own. If the estimated fair value exceeds the carrying value, no
impairment loss is recognized. If the carrying value exceeds the fair value, goodwill is considered
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poteatially impaired and the second step is completed in order to measure the impairment loss. Under the
second step, the Company calculates the implied fair value of goodwill by deducting the fair value of all
tangible and intangible net assets, including any unrecognized intangible assets, of the reporting unit from
the fair value of the reporting unit as determined in the first step. The Company then compares the
implied fair value of goodwill to the carrying value of goodwill. If the implied fair value of goodwill is less
than the carrying value of goodwill, the Company recognizes an impairment loss equal to the difference.

(j) Other Intangible Assets

Intangible assets consist principally of non-competec agreements and customer relationships acquired
in business combinations. These intangible assets are amortized using the straight-line method over their
estimated useful lives ranging from 24 months to 216 months. Amortization expense was approximatcly
$1,701 and $800 in 2006 and 2005, respectively. The weighted-average remaining life of thesc identified
intangible assets is 79 months.

(k) Impairment of Long-Lived Assets

Long-lived assets, including amortizable intangible assets, are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount of an asset or group of asscts may not
be fully recoverable. These events or changes in circumstances may include a significant deterioration of
operating results, changes in business plans, or changes in anticipated future cash flows. If an impairment
indicator is present, the Company cvaluates recoverability by a comparison of the carrying amount of the
assets to future undiscounted net cash flows expected to be gencrated by the assets. Assets arc grouped at
the lowest level for which there is identifiable cash flows that are largely independent of the cash flows
generated by other asset groups. If the assets are impaired, the impairment recognized is measured by the
amount by which the carrying amount exceeds the fair valuc of the assets. Fair value is generally
determined by estimates of discounted cash flows. The discount rate used in any estimate of discounted
cash flows would be the rate required for a similar investment of like risk.

Asscts 1o be disposed of are reported at the lower of carrying value or fair values, less estimated costs
of disposal.

(1) Stock-based Compensation

Effective January 1, 2006, the Company adopted the fair value recognition provisions of Statement of
Financial Accounting Standards (“SFAS”) No. 123-R, Share-Based Payment (“SFAS No. 123-R”), using
the modified prospective transition method. Under that transition method, compensation cost recognized
in 2006 includes compensation cost for all share-based payments granted prior to, but not yet vested as of
January 1, 2006, based on the grant date fair value estimated in accordance with the original provisions of
SFAS No. 123, Stock-Based Compensation. The adoption of SFAS No. 123-R did not have a significant
impact on the Company’s financial position or its results of opcrations. Prior to the Company’s adoption of
SFAS No. 123-R. benefits of tax deductions in excess of recognized compensation costs were reported as
operating cash flows. SFAS No. 123-R requires excess tax benefits be rcported as a financing cash flow
rather than as an operating cash flow.

In applying the fair value accounting provisions of SFAS No. 123-R, the Company uses a generally
accepted option valuation model, the Cox Rubenstein binomial valuation model. This model requires
specified inputs to determine the fair value of stock-based awards, consisting of (i) the fair value of the
Company’s common stock on the grant date, (i) the expected volatility of the Company’s common stock
over the expected option life, (iii) the risk-free interest rate, (iv) the expected dividend yield, and (v) the
expected option life.




An explanation of these inputs is as follows:

Fair-Value of Common Stock—Prior to issuing publicly traded common stock in September 2005, the
Company estimated the fair value of its common stock using valuations performed by an experienced
investor in the Company. Subsequent to September 2005, the date the Company first issued publicly-
traded common stock, the Company uses the opening quoted market price of its common stock on the
grant date. ‘

Volatility—A measure of the amount by which the share price is expected to fluctuate over a period
commensurate with the expected life of the award. Because of limited or no historical information
regarding its own historical stock volatility during the financial statement periods, the Company considered
the expected volatility of similar entities in developing this input. In selecting guideline companies, the
Company considered factors such as industry, stage of life cycle, size, and financial leverage.

Risk-Free Interest Rate—An assumption to take into account, among other things, the time value of
money. The risk-free interest rate is the implied yield available on U.S. Treasury Zero-coupon issues with a
remaining term equal to the expected life of the award at the grant date.

Dividend Yield—Dividends paid on the underlying common stock wilt impact an award’s value. The
Company has never declared or paid dividends and has no plans to do so in the foresceable future,

Expected Life of Stock-based Awards—The period of time for which the stock-based award is expected
to be outstanding, or the period of time from the service inception date to the date of expected exercise or
other expected settlement. Prior to issuing publicly-traded common stock in September 2005, the Company
estimated the expected life of awards considering the estimated dates of liquidity events likely to be
triggered by the Company’s private equity investors. Upon the adoption of SFAS No. 123-R in 2006, the
Company adopted a temporary “shortcut approach” allowed by the Securities and Exchange Commission
to develop the estimate of the cxpected term of awards. Under this approach, the expected term is
presumed to be the mid-point between the vesting date and the end of the contractual term. This shortcut
approach is not permitted for options granted, modified or settled after December 31, 2007.

The weighted-average fair value of options granted in 2006, 2005, and 2004 were $11.22, $7.59, and
$5.11, respectively. The following is a summary of the inputs used to estimate the fair value of stock-based
awards:

Year ended December 31

2606 2005 2004
Risk-free interestrate.............................. 5.03% 4.13% 3.85%
Expected life (inyears). ...... ... ... ... .. ... ...... 625  500-625 500
Volatility . ... 475%  464% 42.9%
Dividendyield ........... ... ... ... ... ... ....... 0% 0% 0%

Gross compensation cost recognized related to stock-based compensation for the year ended
December 31, 2006, 2005 and 2004 was $2,657, $3,756 and $736, respectively. During 2005, the Company
recorded $2,387 of stock compensation expense related to the accelerated vesting of options as a result of
the Company’s initial public offering. During 2004, a modification was made for the continuation of certain
employces’ options after their termination from the Company. The wetghted-average fair value of their
modified options, risk free interest rate at the modification date, expected life and volatility (as estimated
bascd upon a historical average of comparable stock indices) was $7.93, 2.78%, 3.11 years, and 39.9% for
2004.
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(m) Income Taxes

Deferred tax assets and liabilities are recognized for the estimated future tax consequences
attributable to differences between the financial statement carrying amounts of cxisting assets and
liabilitics and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax
rates in cffect for the year in which those temporary differences are expected to be recovered or seitled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in net income in the
period that includes the enactment date.

(n) Advertising costs

Advertising costs are generally expensed as incurred. Advertising expense for the years ended
December 31, 2006, 2005, and 2004 was $4,638, $4,622, and $4,345, respectively, and is included in selling,
general, and administrative expenses in the consolidated statements of aperations.

(o) Earnings Per Share

The following table sets forth the components of the weighted-average shares outstanding for the
basic and diluted earnings per share computations:

20166 2005 2004
Weighted-average shares-basic. ............ 41,725,103 27,763,324 23,558,805
Effect of employee stock options ........... 920,687 — —
Weighted-average shares-diluted ........... 42,645,790 27,763,324 23,558,805

Common stock equivalents of approximately 1,243,552 and 1,296,823 were excluded from the
weighted-average sharcs-diluted total for the years ended December 31, 2005 and 2004, respectively, due
to their anti-dilutive nature, which resulted from the Company’s net loss for such periods.

(p) Revenue Recognition

The Company earns revenue from leasing, sales of new and used rental equipment, and delivery and
installation services. Where applicable, the Company’s revenue recognition policy takes into consideration
the guidance of Emerging Issues Task Force (EITF) Issue No. (0)-21, Revenue Arrangements with Multiple
Deliverables.

Revenue from delivery and installation services associated with rental activities is generally recognized
upan their completion, as the Company has objective evidence of the fair value of the remaining
equipment leasing element of the arrangements. This evidence consists of rental rates associated with units
leased without corresponding delivery and installation services. Leasing revenue is recognized ratably over
the lease term. Billings in excess of earned revenue is recorded as deferred revenue in the balance sheet
caption, “rents billed in advance.”

Revenue from the sale of new units and used rental equipment, including delivery and installation
revenue, is generally recognized at the time the units are installed. Certain arrangements to sell units
under long-term construction-type sales contracts are recognized under the percentage of completion
method. Under this method, income is recognized in proportion to the incurred costs to date under the
contract compared to estimated total costs.

Sales of new units are typically covered by warranties provided by the manufacturer of products sold.
The Company provides a limited 30-day warranty for certain sales of rental equipment. The Company’s
warranty expense is ¢stimated and accrued at the time of sale. Warranty expense was not material for the
years ended December 31, 2006, 2005 and 2004.
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Other revenue consists principally of revenue from the rental or sale of ancillary items associated with
the rental or sale of related equipment. These items typically consist of steps, ramps and other products,
insurance waivers and other miscellancous revenue. If these items are associated with equipment under
operating leases, revenue is recognized over the related lease term. Otherwise, revenue is recognized when
the item is delivered or the service is performed.

(q) Hedging Activities

The Company utilizes foreign currency hedging instruments to reduce its exposure to foreign currency
risk due 1o Mluctuations in cxchange rates underlying the vatuc of an intercompany note denominated in a
forcign currency. The Company accounts for derivative financial instruments (foreign currency forward
contract) in accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities
(“SFAS No. 1337). The forward contract the Company holds is designated as a cash flow hedge and
therefore, the effective portions of changes in the fair value of this derivative is recorded in other
comprehensive income (“OCI™), and the ineffective portion is recognized in carnings, To date, the
incifective portions of changes in the fair value of derivatives have not been material.

{r} Foreign Currency Translation

The financial statements of the Company’s foreign subsidiarics for which the local currency is the
functional currency have been translated into U.S. dollars in accordance SFAS No., 52, Foreign Currency
Transtation. Assets and liabilities have been translated using the exchange rate in effect at the balance
sheet date. Income statement amounts have been translated using the average exchange rates during the
year. Translation gains and losses resulting from the changes in exchange rates from year-1o0-year have
been reported in other comprehensive income. The effect on the consolidated statements of operations of
all transaction gains and losses was $600, $0 and $0 for the years ended December 31, 2006, 2005, and
2004, respectively.

(s) Operating Segments

The Company manages its operations on a geographic basis. Financial results of geographic regions
arc aggregated into one reportable segment since their operations have similar cconomic characteristics.
Thesce characteristics include similar products and services, processes for delivering these services, type or
class of customer, and long-term average gross margins.

{t) Recent Accounting Pronouncements

In September 2006, the Securities and Exchange Commission (*SEC™) issued Staff Accounting
Bulletin No. (SAB [08) which provides interpretive guidance on how the effects of the carryover or
reversal of prior year misstatements should be considered in quantifying a current year misstatement. The
guidance is applicable for fiscal years ending after November 15, 2006, or December 31, 2006 for the
Company. The guidance had no effect on the Company’s financial statements.

In June 2006, the Financial Accounting Standards Board (“FASB™) issued Interpretation 48
“Accounting for Uncertainty in Income Taxes™ (“FIN 48”), an interpretation of SFAS No. 109,
“Accounting for Income Taxes™. The interpretation prescribes a consistent recognition threshold and
measurement attribuie, as well as criteria for subsequently recognizing, derecognizing and measuring tax
positions for financial statement purposes. The interpretation also requires expanded disclosure of
uncertain tax positions. The interpretation is effective for the Company on January 1, 2007. The Company
does not anticipate that the adoption of FIN 48 will have a material impact on its financial position or
results of operations.




In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 1577).
SFAS No. 157 defines fair value, establishes a framework for measuring fair value under generally
accepted accounting principles, and expands disclosures about fair value measurements. SFAS No. 157
cmphasizes that fair value is a market-based measurement, not an cnltity-specific measurement, and states
that a fair value measurement should be determined based on the assumptions that market participants
would use in pricing the asset or liability. This Statement applies under other accounting pronouncements
that require or permit fair value measurements, the FASB having previously concluded in thosc accounting
pronouncements that fair value is the relevant measurement attribute. Accordingly, this Statement does
not require any new fair value measurements. SFAS No. 157 is effective for fiscal years beginning after
November 15, 2007, and the Company intends to adopt the standard on January 1, 2008. The Company is
currently evaluating the impact, if any, that SFAS No. 157 will have on its financial position, results of
operations and cash flows, but does not believe the effect will be material.

(u) Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation. The
effect of these reclassifications is not material to the consolidated financial statements.

3. Acquisitions
Acquisition of Wiron Construcciones Modulares, SA

On August 18, 2006, the Company acquired a 91.5% interest in Wiron Construcciones Modulares,
S.A. ("Wiron”) for approximately $53,100.

The purchasc price was primarily financed with cash borrowed from the Company’s amended and
restated credit facility. In addition, the Company repaid certain shareholder debt in the transaction
approximating $3,400. The purchase price includes approximately $7,700 of funds that are subject to bank
guarantee agreements pending the resolution of certain pre-acquisition contingencies. To the extent these
contingencics are resolved in favor of the Scllers, these funds will be released to the Sellers. If the
contingent liabilitics arc satisfied by the Company, the funds will be recovered from the bank.,

Wiron is headquartered in Parla, Spain and is one of the largest modular space providers in Spain with
14 branch locations. Wiron manufactures and leases mobile offices and had a lease fleet at acquisition of
approximately 14,000 units. With the Company’s acquisition in July 2004 of an 8.5% minority interest for
approximately $4,700, the Company now owns 100% of the sharc capital of Wiron.
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The following table presents the preliminary allocation of purchase price related to the Wiron
business as of the date of acquisition. The allocation of the purchase price is based on preliminary
estimates, subject to revision, after the tax basis of asscts has been finalized. Any revisions to the allocation
will be reported as changes to various assets and liabilitics including goodwill and other intangiblc assets:

CUITENL R88CIS. . o oo oot $ 22,078
Rental equipment ... oo 48,514
Property and equipment. ... o 8,543
Goodwill , . ...... e e 6,131
Otherintangible assets. ........ ... ... . .. 14,599
Other nOR-CUrTent assets . .. .. ... e e 6,234
Total assets acquired. .. ... 106,099
Liabilities:

Accounts payable and other accrued labilities ......................... 29,520
Assumed debt. ... 23,479
Total liabilities assumed. . ............. . ... 52,999
Netassetsacquired . ... ..o i $ 53,100

The Company has preliminarily estimated the fair value of Wiron'’s identifiable intangible assets as
$14,599. The preliminary allocation of identifiable intangible assets is as follows:

Estimated Estimated
Fair Value Useful Life

Asset class;

Customer relationships, .......... . ... ... . ... ... $ 8,806 8.4 years
Brand. ... ... 1,918 5.0 years
Non-compete agreement .. ... o i, 1,712 5.0 years
Government certifications .. ... ... o i, 1,635 4() years
Below market leasing contracts. .. ... ... .00, 528 2.0 years

$14,599 5.6 years

The intangible assets are amortized using the straight-fine method over estimated useful lives. The
purchase price allocation resulted in the recognition of approximately $6,100 of goodwill. Total goodwill as
a result of the acquisition of an 8.5% minority interest in July 2004 and this acquisition was $10,320. This
goodwill is a result of the value of the assembled workforce acquired and the ability to earn a higher rate of
return from the acquired business than would be expected if thosc net assets had to be acquired or
developed separatcly. Management believes the goodwill recorded as a result of this acquisition will be
deductible for income tax purposes; however, management is still making a final determination of the tax
basis of the assets,




The following table provides pro forma results of operations for the year ended December 31, 2006
and 2005 as if Wiron had been acquired as of the beginning of cach period presented. The pro forma
results include certain purchase accounting adjustments such as the estimated changes in depreciation and
amortization expense on acquired tangible and intangible assets as well as interest expense on borrowings
used to finance the acquisition. However, pro forma results do not include any anticipated cost savings or
other effects of the planned integration of Wiron. Accordingly, such amounts are not necessarily indicative
of the results that would have occurred if the acquisition had occurred on the dates indicated or that may
result in the future.

Year Ended
' December 31,
2006 2005
ROVENUC ... e e i e $698,309 $619,710
Net income (Loss). ... ..o 48,007 (11,459)
Earnings (loss) per common share—basic .................. § 1i5 § (041
Earnings (loss) per common share—diluted. ................ $ 113§ (041)

Acquisition of American Homes Internacional, S.A. de C.V,

On February 17, 2006, the Company acquired American Homes Internacional, S.A. de C.V,, a
Monterrey, Mexico-based company that leased and sold mobile office units. This purchase resulted in the
acquisition of approximately 300 units and the related customer base. The transaction was accounted for
under the purchase method of accounting with a purchase price of $5,100. The excess purchase price over
the estimated fair value of the net tangible asscts purchascd was $2,400. The purchase price was financed
with cash borrowed from the Company’s credit facility.

Acquisition of Mobile Space Inc.

On February 24, 2005, the Company acquired Mobile Space Inc., a Chicago-based company that
leased and sold modular space units. This purchase resulted in the acquisition of approximately 640 units
and the rclated customer base. The transaction was accounted for under the purchase method of
accounting with a purchase price of $4,800, of which approximately $710 was recorded as goodwill. The
acquisition was financed with borrowings under the Company’s credit facility.

Purchase of California Classroom Units

On March 26, 2004, the Company acquired nearly 3,800 relocatable Division of State Architect
classroom units located in the state of California from Transport International Pool, Inc. {d/b/a GE
Modular Space) for approximatcly $43,500. The assets were acquired using available funds under the
Company’s revolving credit facility. The acquisition included the purchase of units, equipment associated
with these classroom units as well as rights under all outstanding leases related to these classroom units
and certain other assets. The Company did not acquire employees, physical facilities, sales force, or other
business related items. In addition, the customer base, which is primarily related to public and private
educational institutions in the State of California, is similar to, and in many cases duplicative of, the
Company’s existing customer basc. As a result, the Company considers the purchase of these assets an
asset purchase rather than an acquisition of a business.
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4. Property and Equipment

Property and equipment consist of the following:

December 31
2006 2005

Land. ... $ 24775 § 19,631
Buildings and improvements.................. ... .. ... 44,310 42,175
Furniture and equipment.......... ... ...... ... ... ....... 66,101 57,220
Computersoftware . .......... ... 21,157 19,838
Equipment under capital leases ........................... 8,419 4,028

164,762 142,892
Less accumulated depreciation............................ 71,770 61,715
Net property and equipment................. ... .. ........ $ 92,992 § 81,177

Depreciation expense, including that of capital leases, related to property and equipment was $11,249,
$10,901, and $9,112 for the years ended December 31, 2006, 2005, and 2004, respectively. Accumulated
depreciation related to capital leases was $2,573 and $653 as of December 31, 2006 and 2005, respectively.
Included in depreciation expense is amortization expense related to capitalized computer software costs of
$2,783, $3,713, and $3,550 for the years cnded December 31, 2006, 2003, and 2004, respectively.

5. Goodwill and Other Intangible Assets

A summary of goodwill balances for the years ended December 31 is as follows:

2006 2005
Beginning balance . ... o $171,166  $170,340
Acquisitions:
Mobile Space, Inc... ... o o 29 710
American Homes Internacional, S.A. de C.V.............. 1,058 —
Wiron Construcciones Modulares, SA ... .. ............. 10,320 —
Effect of forcign currency translation . ..................... 208 116
Endingbalance. ... ... . . $182,781 $171,166
The following table summarizes the balances of other intangible assets:
December 31, 2006 December 31, 2005
Gross Net Gross Net
Carrying  Accumulated Book Carrying Accumulated Book
Amount_ Amortization  Value Amount  Amortization _Value
Amortizable:
Non-compete agreements. ... .......... $ 4758 $1,279 $ 3479 $3,614 $2,557  $1,057
Customer relationships................ 14,924 1,152 9,772 1,895 583 1,312
Other .. ... 4,153 397 3,756 — —

$19.835  $2,828 §$17,007 $5,509 $3,140  $2.369




Amortization expense was approximately $1,701, $800, and $700 in 2006, 2005, and 2004, respectively.
The remaining weighted-average useful life of non-compete agreements and customer relationships was 51
and 101 months, respectively The weighted-average remaining life of all intangible assets is 79 months.
Amortization expense for each of the next five years is as follows:

200 . e e e e $3,232
2008 . e e e 3,084
2000 . e e e 2,800
2 ) 1 PR 2,555
20T T e e 1,775
Thetreafter .. oot e et 3,561

6. Revolving Credit Facility and Long-Term Debt

Debt consists of the following:

December 31

2006 2005
Borrowings under revelving credit facility. .................. $275,018  $364,150
Borrowings under Spanish revolving credit agreements. .. .. .. 21,874 —
Term IOan . .. e e 150,000 150,000
8.5% senior notes, plus unamortized premium of $1,612in 2006 451,612 350,000
10.0% seniorsecured NOLES . . . ... ittt — 1,800
Otherdebt .. ... .. . e 2,968 —
Capital leasc obligations. ............ .. ..o 14,384 3,496

$916,356 $869,446

On June 28, 2005, the Company entered into an Amended and Restated Credit Agreement, the net
proceeds of which were used to refinance the then existing credit agreement. The amended and restated
credit facility provides for a $500,000 revolving credit facility and a $150,000 term loan, both maturing on
June 28, 2010, Interest on borrowings under the revolver and term loan is payable at a rate of either prime
plus 1% or the Eurodollar rate plus 2.5%. The interest rate margin is subject to pricing adjustments based
on excess availability and a ratio defined in the credit agreement. In connection with the refinancing,
approximately $5,200 of deferred financing costs related to the prior credit facility were expensed
immediately and included in toss on early extinguishment of debt. The weighted-average interest rates of
the revolver under the credit agreement were 6.89% and 6.37% at December 31, 2006 and 2005,
respectively. The weighted-average interest rates of the term loan under the credit agreement were 6.85%
and 6.64% at December 31, 2006 and 2005, respectively.

On April 12, 2006, Scotsman entered into an amendment to its Amended and Restated Credit
Agreement. The amendment extended the maturity of the Amended and Restated Credit Facility to
April 12, 2011, provided for more favorable borrowing base calculations, revised the restrictive covenants
to grant greater flexibility to incur debt and make acquisitions, and revised the change of control
provisions. In addition, the amendment changed the interest rate on borrowings under the revolver and
term loan from a rate of either prime plus 1% or the Eurodollar rate plus 2.5% to ¢ither prime plus 0.50%
or the Eurodollar rate plus 2.0%. The interest rate margin is also subject to pricing adjusiments based on
excess availability and a ratio of total funded debt to EBITDA as defined in the Amended and Restated
Credit Agreement.

On November 10, 2006, the Company entered into a second amendment to its Amended and Restated
Credit Agreement to further revise the definition of change of control. A change of control is an event of
default under the credit agreement. The amendment eliminates the requirement that the Equity Investors,




including related parties of The Cypress Group L.L.C. and Keystone Group, L.P., as more specifically
defined in the credit agreement, retain a minimum ownership percentage of Holdings’ capital stock.
Instead the amendment provides that it is a change of control if 25% or more of the economic or voting
interest in Holdings’ capital stock is acquired on a fully diluted basis, by any person or group, other than
the Equity Investors,

The total commitment under the Amended and Restated Credit Agreement (including the term loan
and revolver facility) was $650,000 at December 31, 2006. Borrowings under this facility, which are based
upon a borrowing base calculation, are secured by a first priority lien on and security interest in rental
equipment, accounts receivable, property and equipment and other assets. The credit facility contains
affirmative and negative covenants customary for such financings including restrictions on the amount of
dividends that Scotsman and its subsidiaries can pay to Holdings. In addition, if Scotsman does not mect
certain excess availability requirements, the Company will be required to comply with a senior secured
leverage ratio, a consolidated interest coverage ratio and a minimum utilization test. During the year
ended December 31, 2006, Scotsman met the excess availability requirements and did not have to comply
with the financial covenants. Excess availability calculated in accordance with the credit agreement under
this facility was approximately $205,500 at December 31, 2006.

On Scptember 29, 2005, Scotsman issued $350,000 of 8.5% Senior Notes due 2015 (the 8.5% Notes).
The Company used the net procceds of approximately $340,900 received from this offering together with
the proceeds from the Company’s initial public offering and the borrowings under the amended and
restated credit facility to repurchase or redeem the 9.875% Notes due 2007 (9.875% Notes) and
repurchase $148,200 of the 10.0% Notes due 2008 (10.0% Notes). The repurchase or redemption of the
9.875% and 10.0% Notes (together, the Notes) was conducted through a tender offer and consent
solicitation whereby the Company offered to purchase all outstanding 10.0% Notes at a cash price of
109.522% of the aggregate principal amount of such notes and all outstanding 9.875% Notes at a cash
purchase price of 100.5% of the aggregate principal amount of such notes plus accrucd and unpaid
interest. In connection with the tender offer of the Notes, the Company purchased the 9.875% Notes and
$148,200 of the 10% Notes. In connection with the debt extinguishment, $30,678 in deferred financing fees
and premium costs related to the tender offer and the extinguished debt were expensed and included in
loss on early extinguishment of debt. Also, on April 18, 2006, Scotsman issued $100,000 of additional 8.5%
Senior Notes due 2015 (the 8.5% Notes) at a cash price of 101.75% of their principal amount. The
Company used the proceeds to repay a portion of its indebtedness under the revolver portion of the
Amended and Restated Credit Facility and pay related fees and cxpenses.

The 8.5% Notes are fully and unconditionally guaranteed on a senior unsecured basis by Holdings and
certain subsidiaries of Scotsman, Willscot has fully and unconditionally guaranteed the 8.5% Notes on a
subordinated basis. None of the foreign subsidiaries of Scotsman (other than its Canadian subsidiary)
guarantee the notes. The 8.5% Notes are due on October 1, 2015, with interest payable semi-annually on
April 1 and October 1 of each year. On October 1, 2010, the 8.5% Notes will become redeemable at the
option of the Company, at a redemption price of 104.25% during the 12 month period beginning
October 1, 2010, declining to 100.0% during the 12 month period beginning October 1, 2013 and
thereafter.

In connection with the acquisition of Wiron, the Company assumed debt. Wiron’s debt was primarily
acquired to finance the purchase of rental equipment and other property and equipment as well as suppaort
operating activities. As of December 31, 2006, total debt outstanding of Wiron was $33,505, including
revolving credit agreements totaling $21,874 that expire within one year, with average interest rates of
4.0%, as well as capital lease obligations. These amounts are included in the debt balances above.
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Letter of credit obligations at December 31, 2006 and 2005 were approximately $19.514 and $20,464,
respectively. Maturities of debt during the years subsequent to December 31, 2006 are $27,003 in 2007,
$6,099 in 2008, $3,691 in 2009, $2,538 in 2010, $425,777 in 2011, and $451,248 thereafter.

7. Hedging Activities

The Company operates in various countries, and its carnings and cash flows are exposed to market
risk from changes in currency exchange rates. The Company addresses these risks through a risk
management program that may include the use of derivative financial instruments. The Company does not
cnter into any derivative transactions for speculative purposes.

During December, 2006, the Company entered into a foreign currency forward contract to manage it’s
currency transaction exposure for an intercompany receivable which arose from the acquisition of Wiron
{scc Note 3) with a notional amount of EUR 20 million. This intercompany receivable is cxpected to be
repaid during 2007, This currency forward contract is designated as a cash flow hedge under SFAS No. 133
and, therefore, the effective portions of changes in the fair value of this derivative is recorded in other
comprehensive income (“OCI™), and the ineffective portion is recognized in earnings.

To date, the ineffective portions of changes in the fair value of derivatives have not been material.
The Company did not enter into any derivative contracts designated as cash flow hedges in 2005 or 2004,
Transaction gains, which arc included in selling, general and administrative expenscs in the accompanying
consolidated statement of operations, were not material for the three years ended December 31, 20006.

8. Stockholders’ Equity

On May 16, 2006, the Company and selling sharcholders sold 9,990,793 shares of its common stock at
$26.25 per share. Of the shares, 2,101,724 shares were sold by the Company and resulted in proceeds to the
Company of approximately $51,526 (nct of underwriting fees and other offering expenses of approximately
$3,550}. In addition, 7,889,069 shares were offered by selling stockholders of the Company, which include
rclated parties of The Cypress Group L.L.C. and Keystone Group, L.P. and certain members of senior
management. Also, 380,000 stock options were exercised und the shares were sold by management in
connection with this offering, which resulted in additional net proceeds to the Company of $2,000. The
Company used its procecds from this stock offering to repay a portion of its indebtedness under the
revolver portion of the Amended and Restated Credit Facility and pay related fees and expenses.

On September 23, 2005, the Company completed an initial public offering of 14,705,882 shares of
commen stock, Further, on October 18, 2005, the underwriters exercised over-atlotment options to
purchase 400,000 shares of the Company’s common stock. Total proceeds of the initial public offering and
over-allotment options was $223,092 (net of underwriting fees and other offering expenses of $18,602). In
addition, in connection with the initial public offering, 454,365 stock options were exercised by
management of the Company and sold, resulting in additional net proceeds to the Company of $945. The
Company recorded an excess income tax benefit of approximately $2,300 related to the exercise of these
stock options as additional paid-in capital. Proceeds of the initial public offering were used to reduce debt.




9. Income Taxes

Deferred income taxes related to temporary differences between the tax bases of assets and liabilitics
and the respective amounts reported in the financial statements are summuarized as follows:

December 31

2006 2005
Deferred tax liabilities:
Cost basis in excess of tax basis of assets and accelerated tax depreciation:
Rental equipment . ...... ... ..o i i $258,897 $259,095
Property and equipment. . ... ... . — 985
Intangible assets. .. ... 623 1,262
Total deferred tax liabilities. . ........... ... ... ... ... ... ... ...... 259,520 261,342
Deferred tax assets:
Property and equipment. ... ... .. .. Ry —
Atlowance for doubtful accounts......... .. ... ... ... ... . . 708 326
Rentsbilled inadvance .. ... ... o e 9,945 9,554
Stock-based compensation................ e 4,575 5,458
Deferred compensation ......... ... 426 367
Netoperating [oss carryovers. .. ... 85,422 102,955
Alternative minimum tax credit carryovers. . ............... ..., 2,459 1,760
Ot . o e e 764 2,216
104,676 122,636
Less:valuationallowance . .......... .. ... .. ... (862) (2,314)
Total deferred tax a88ets. . .. .. .ot 103,814 120,322
Net deferred tax liabilities ............ ... ... ... .. ... . $155,706  $141,020

At December 31, 2006, the Company had net operating loss carryovers available for federal and
foreign income tax purposes of approximately $221,000. These net operating loss carryovers expire at
various dates from 2008 to 2024,

Net operating losses in the amount of $7,800 and $371 expired in 2005 and 2004, respectively.
Valuation allowances of $2,258 related to U.S. and Mexico net operating loss carryovers were reversed in
2006 based on changes in estimates regarding the ability of the Company to use these loss carryovers to
reduce future taxable income. A valuation allowance of $862 is recorded based on the assessment that
certain net operating [oss carryovers in Spain are not currently expected to be realized.

Alternative minimum tax credit carryovers of approximately $2,459 are available without expiration
limitations.
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Income tax expense (benefit) consists of the following:

Year ended December 31

2006 2005 2004
Current

Federal .. ... e e e s $ 484 $§ — $ —
N <1 < PPt — — 412
Foreign ....... ... ... . . — — 150
484 — 562

Deferred
Federal ... .. ... i 20,004 (8,989) 562
] 5 (=AU 2,431 (1,781) 117
Foreign ..... ... o i 3009 4,233 2,345
25,534 {6,537y 3,024
Total INCOTE LAXES. . vttt e e et cie e iaiaennens $26,018 $(6,537) 33,586

The provision for income taxes is reconciled to the amount computed by applying the U.S. Federal
statutory cerporale tax rate of 35% to income (loss) before income taxes as follows:

Year ended December 31

2006 2005 2004
Income tax expense (benefit) at statutory rate....... .. $26,297 ${(5901) § 61
State income taxes, net of federal tax benefit. .. ... . ... 2,431 (1,158) 344
Change in valuation allowance for deferred tax assets . . (1,452) — 430
Cumulative change in deferred taxes from increase
(decrease) in estimated effective tax rates .......... (1,032) — 2,549
Other (including effect of foreign operations)......... (226) 522 202

$26,018 $(6,537) $3,586

During 2006, income tax decreased by $1,032 related to changes in the estimated future effects of
income taxes on cumulative temporary differences resulting from recent changes to enacted tax rates for
Canada and certain of its provinces. During 2004, the income tax expense increased by $2,549 related to a
change in the estimate of the future effects of state income taxes on cumulative temporary differences,
resulting from a change in the estimated income apportionment among states in which the Company does
business.

The components of income (loss) from consolidated operations before income taxes is as follows:

Year ended December 31

2006 2008 2004
United States ... ... i i e $63,317  $(28,563) $(5,759)
Foreign ... ... ... ... . i 11,817 11,702 5,934

$75134 $(16,861) § 175

Deferred U.S. income taxes have not been recorded for basis differences related to investments in
foreign subsidiaries. These basis differences were approximately $28.1 million at December 31, 2006 and
consisted primarily of undistributed carnings. Those earnings are considered to be indefinitely reinvested
and, accordingly, no U.S. federal and state income taxes have been provided thereon. Upon distribution of
those earnings in the form of dividends or otherwise, the Company would be subject to both U.S. income
taxes (subjeet to an adjustment for foreign tax credits) and withholding taxes payable to the various foreign
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countries. Determination of the deferred income tax liability on these unremitted carnings is not
practicable because such liability, if any, is dependent on circumstances existing if and when remittance
occurs.

10. Commitments and Contingencies

The Company is obligated under noncancelable leascs for certain equipment, vehicles and parcels of
land. At December 31, 2006 approximate future minimum rental payments are as follows:

Operating Capital

Leases Leases
2007 $ 7,399 § 5492
2008 . 5,766 4,451
2009 4,530 3,300
2000 3,633 2,484
200 3,060 550
Thereafter. ... . 5,774 809

30,162 17,086
Less: Amounts representing interest .. ...................... — 2,202
Total minimum future lease payments ...................... $30,162  $14,884

Rent expense was $13,708 in 2006, $13,555 in 2005, and $12,869 in 2004.

The Company maintains insurance coverage for its operations and employees with appropriate
aggregate, per occurrence and deductible limits as the Company reasonably determines is necessary or
prudent based upon current operations and historical experience. The majority of these coverages have
large deductible amounts which allow for potential improved cash flow benefits based on the Company’s
loss control cfforts. The current per incident deductibles are $125 for employee group health insurance
and $500 for worker’s compensation, auto, and general liability.

The Company expenscs the deductible portion of the individual claims, However, the Company
generally does not know the full amount of its exposure to a deductible in connection with any particular
claim during the fiscal period in which the claim is incurred and for which the Company must make an
accrual for the deductible expense. The Company makes these accruals based on a combination of the
claims review by its staff and insurance companics, and, periodically, the accrual is reviewed and adjusted
based on the Company’s loss experience. A high degree of judgment is required in developing these
estimates of amounts to be accrued, as well as in connection with the underlying assumptions. In addition,
the Company’s assumptions will change as its loss experience is developed. All of these factors have the
potential for significantly impacting the amounts the Company has previously rescrved in respect of
anticipated deductible expenses, and the Company may be required in the future to increase or decrease
amounts previously accrued.

Currently, the Company is involved in various lawsuits and claims arising out of the normal course of
its business. The nature of the Company’s business is such that disputes occasionally arise with vendors,
including supplicrs and subcontractors, and customers over warranties, contract specifications and contract
interpretations among other things. The Company assesses these matters on a case-by-case basis as they
arise. Rescrves are established, as required, based on the Company’s assessment of its cxposure. As noted
above, the Company has insurance policies to cover general liability and workers compensation related
claims. In the opinion of management, the ultimate amount of liability not covered by insurance, if any,
under pending litigation and claims will not have a material adverse effect on the financial position or
operating results of the Company.




11. Employee Benefit Plans

Defined contribution plan. The Company has adopted a defined contribution plan (the 401(k) Plan)
which is intended to satisfy the tax qualification requirements of Scctions 401(a}, 401(k), and 401(m) of the
Internal Revenue Code of 1986 (the Code). The 401(k) Plan covers substantially all employees and permits
participants to contribute up to the dollar limit described in Section 402(g) of the Code (315 in 2006). All
amounts deferred under this salary reduction feature are fully vested. In accordance with the Economic
Growth and Tax Relief Act of 2001, the Plan also allows employees over the age of 50 to contribute an
additional $5 as a “catch-up contribution.”

The 401(k) Plan has a “matching” contribution feature under which the Company may contribute a
percentage of the amount deferred by each participant, excluding the “catch-up contribution.” Such
percentage, if any, is determined by Company management at its discretion. The Plan also has a
discretionary “profit sharing” feature, under which the Company may contribute, at its discretion, an
additional amount allocable to the accounts of active participants meeting the aforementioned eligibility
requirements. Company contributions to the 401(k} Plan participant vest ratably during the first five years
of a participant’s employment and 100% thereafter. Matching contributions by the Company to the
401(k) Plan were $671 in 2006, $582 in 2005, and $315 in 2004. No contributions were made by the
Company under the profit-sharing featurc for the years ended December 31, 2005 or 2004. During 2006,
$633 of contributions were made by the Company under the profit-sharing feature.

Deferred compensation plan. The Company has adopted a Deferred Compensation Plan for
Executives which is meant to be an unfunded deferred compensation plan maintained for a select group of
management within the meaning of Scctions 201(2), 301(a)(3) and 401(a)(1) of the Employee Retirement
Income Security Act of 1974. This plan allows key employees to defer a specified amount of their
compensation until termination or upon the occurrence of other specificd events. All amounts credited to
participants’ accounts are deemed invested in the investment vehicles of the employee’s choice. As of
December 31, 2006 and 2005, the total amount deferred under this plan, including earnings, was
approximately $481 and $321, respectively.

Restricted Stock Units. The Company awards members of its board of directors restricted stock
units (RSU). The RSU awards granted prior to June 30, 2006 fully vest in six months from the award date,
and were settled at that time in shares of the Company’s common stock, The shares received in respect of
the RSU awards cannot be sold or transferred until one year after the recipient has ceased to serve as a
dircctor of the Company. RSU awards granted after June 30, 2006 fully vest in six months from the award
date, and become available for settlement in shares of the Company’s common stock at the earliest of
(i) the recipient’s death, (ii), a change in control, or (iii) one year after the recipient has ceased to serve as
a director of the Company. For the year ended December 31, 2006, 14,668 restricted stock units were
granted at a weighted-average grant price of $21.47 per share and remain unvested at December 31, 2006.
For the year ended December 31, 2005, 16,872 restricted stock units were granted at a weighted-average
grant price of $16.04 per share and are vested at December 31, 2006. The Company has recorded
approximately $293 and $113 of stock compensation related to these awards for the year ended
December 31, 2006 and 2005, respectively, As of December 31, 20006, there are 14,668 unvested RSU’s,

Stock options. The Company has adopted stock option plans for certain key employees of the
Company. In 2003, the Company adopted the 2005 Employee Stock Option Plan (the “2005 Plan) which
allowed for up 1o 1.8 million options to be granted. In 2003 the Company adopted the 2003 Employee
Stock Option Plan (the “2003 plan™) which allowed for up to 874,690 options to be granted. Under the
1997 Employee Stock Option Plan (the “1997 Plan™), up to 1,823,538 options to purchase the Company’s
outstanding common stock could be granted. Prior to the Company’s recapitalization in 1997, the
Company had adopted the 1994 Employcc Stock Option Plan (the “1994 plan™) for certain key employees.
All options outstanding under the 2003 Plan and 1997 Plan eligible for vesting became fully vested in
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conjunction with the Company’s 2005 initial public offering. As a result of this accelerated vesting, the
Company recorded approximately $2,400 of additional stock compensation for the year ended
December 31, 2005.

The options under the Stock Option Plans are granted with an exercise price equal to the estimated
fair value of the shares as of the date of grant. All options issued under plans, other than the Company’s
2005 Omnibus Award Plan, arc vested. Under the Company’s 2005 Plan, nonqualified stock options have
been granted to officers and employees. One half of employee stock options vest over four years and expire
ten years from the date of grant. The other half of these options vest over four years, contingent upon
certain performance goals of the Company being met. All options expire 10 years from the date of grant.

A summary of stock option activity and related information for the year ended December 31, 2006 is
as follows:

Weighted

Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic

Shares Price Term (vears) Value
January 1,2006........ .. ... ... 4,216,758 $ 8.61 3.7 $36,696
Granted., ...................... 609,750 21.67 — —
Exercised................... ... (1,697,505) 4.92 — 32,185
Forfeited/expired............... (270,758) 6.69 — —
Outstanding at December 31,2006 . 2,858,245 13.74 5.6 18,064
Vested and expected to vest at

December 31,2006............. 2,744,706 13.52 5.5 17,874
Exercisable at December 31, 2006 . . 1,853,293 $10.64 3.6 $16,634

i

The total intrinsic vatue of stock options exercised was $32,185, $7,781, and $0 for the years ended
December 31, 2006, 2005, and 2004, respectively. The total fair value of opticns vested was $2,765 for the
year ended December 31, 2006.

Compensation expense related to options is being amortized straight line over the vesting period. As
of December 31, 2006, there was $7.231 of total unrecognized compensation costs related to share-based
payments. Further, as of December 31, 2006, 644,846 shares were not yet exercisable as a result of time-
bascd vesting, and 360,106 shares are exercisable contingent upon meeting certain performance goals of
the Company. These costs are expected to be recognized over a weighted average period of 2.2 years,

Cash received and income tax benefits recognized in net income from stock option exercises for the
year ended December 31, 2006 was $8,449 and $1,042, respectively. The Company uses the tax law method
to determine the ordering of availabic tax benefits when assessing (he realization of stock based
compensation deductions,

At December 31, 2006 and 2005, the Company had approximatcly 3,489,780 and 5,470,758 shares of
common stock reserved for the exercise of outstanding stock options and additional stock options
authorized for granting under existing stock option plans.

Employee Stock Purchase Plan.  The Company has an employee stock purchase plan for all eligible
employces. Under this plan, shares of the Company’s common stock may be purchased by employees at
six-month intervals at 95.25% of the quoted market value on the day before the last day of each six-month
period. During the year ended December 31, 2006, the Company delivered 14,419 shares to its employees
under its employee stock purchase plan. As of December 31, 2006, 985,581 shares were reserved for future
issuance under this plan.
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12. Hurricane Damage and Recovery

During the third quarter of 2004, approximately 500 mobile office and storage units, the majority of
which were not on rent, with a book value of approximately $3,400 were destroyed as a result of several
hurricanes (the “2004 Hurricanes”) experienced in the southeast region of the United States. In addition,
approximately 200 units as well as certain other Company assets were damaged. The totat costs related to
these storms approximated $4,600. During 2003, the Company settled with its insurance companies for
approximately $8,600 to cover losses from these storms, of which $5,000 was reccived as of December 31,
2004 and the remainder during 2005. During the fourth quarter of 2004, the Company recorded in other
revenues approximately $3,300, representing the realized gain from the involuntary conversion of these
assets lost in the 2004 Hurricanes. In addition, during the third quarter of 2005, the Company reduced the
amount of losses accrued for damage to rental units from the 2004 Hurricanes by approximately $700 as a
result of a final settlement with insurers.

During the third quarter of 2005, certain of the Company’s assets were damaged or destroyed as a
result of hurricanes (the “2005 Hurricanes”) experienced in the southern region of the U.S. The
Company’s losses were primarily related to units on rent, for which rental customers have elected the
Company’s insurance waiver program, and damages to other company assets. The Company self-insures
units under the waiver program. Based on the Company’s assessment of the damages, approximately 200
units have been either damaged or destroyed as a result of the hurricances for which some portion of the
damage was not recoverable from either the customer or through insurance. Based on the Company’s
assessment of its probable loss, the Company recorded a charge of approximately $1,700 in
September 2005. As noted above, during the third quarter of 2005, the Company reduced the amount of
losses accrued for damage to rental units from 2004 Hurricanes by approximately $700 as a result of a final
settlement with insurers. The net charge of $1,000 was recorded in other expenses.

13. Prepaid Expenses and Other Current Assets and Accrued Expenses and Other Current Liabilities

Prepaid expenses and other current assets consists of the following as of December 31:

2006 2005
Cost in excess of billings on modular construction ............. $ 3428 $13311
Steps, ramps and otherparts. ... 32,336 23,431
Prepaid eXpenses. ... vee i 17,174 9,888
Prepaid expenses and other currentassets ..o $52,938 $46,630

Accrued expenses and other current liabilities consists of the following as of December 31:

2006 2005
Payroll and employee benefits. . ... $14,884 $10,372
ACCIUED INEETESE. .\ vttt e ettt ciie e 12,887 13,245
Billings in excess of cost on modular construction. ............. 3,020 2,476
Other Habilities ... .. ..o veriin i i 32,930 15,014
Accrued expenses and other current liabilities. ................ $63,721 341,107
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14. Geographic Information

Net sales by gcographic arca for the years ended December 31 were as follows:

2006 2005 2004
UnitedStates . ... .. .. .. ... ............ $591,152  $548,811 $468.417
Canada ... .. ... ... . 71,856 42,314 29,463
Allothercountries (a) ......................... 17,792 1,333 45
Totalrevenue . ........................... ... $680,800 3592458 $497,925

Long-lived assets, comprising property and equipment, rental equipment, goodwill and other
intangible assets as of December 31 were as follows:

2006 2005 2004
UnitedStates .......................... 51,145,897 $1.101.655 $1,060,393
Canada ........ ... ... . . 111,667 93,249 72,800
All other countries (a) .................. 101,685 4,437 798
Total long-lived assets ................ $1,359,249  $1,199341  $1,133,991

{a) includes the Company’s operations in Spain and Mexico.

LS. Supplemental Condensed Consolidating Financial Information

Scotsman has outstanding $450,000 of 8.5% Scnior Notes due 2015. The 8.5% Notes are fully and
unconditionally guaranteed on a senior unsecured basis by Williams Scotsman International and
Scotsman’s 100% owned subsidiarics, Space Master International, Inc., Evergreen Mobile Company, and
Truck & Trailer Sales, Inc. Willscot Equipment, LLC, a 100% owned subsidiary of Scotsman, has fully and
unconditionally guaranteed the 8.5% Notes on a subordinated basis. These 1009% owned “Guarantor
Subsidiaries”, act as joint and several guarantors of the Senior Notes. Effective March 9, 2007, the
Company entered into an amendment (the “Amendment”) to its Amended and Restated Credit Facility
removing Williams Scotsman of Canada, Inc. (WS Canada), a 100% owned subsidiary of Scotsman, as a
guarantor under the debt (sce Note 16).

Accordingly, the following presents condensed consolidating financial information for Holdings,
Scotsman, the Guarantor Subsidiaries and the Non-Guarantor Subsidiaries, which consist of WS Europe,
WS Mexico, and WS Canada as a result of the Amendment. Space Master International, Inc., Evergreen
Mobile Company, and Truck & Trailer Sales, Inc. do not have any asscts or operations,
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Balance Sheet

Assets:
Cash...................
Rental equipment, net. . ..
Property and equipment,

Investment in subsidiarics,
Goodwill and intangible
assets ...,
Otherassets, ............
Totalassets . ............

Liabilitics:

Accounts payable........
Revolving credit facility. ..
Long-termdebt. . ... ...
Deferred income taxes . ..
Other liabilities. . ........
Total liabilities ..........

Total liabilities and
stockholders’ equity. . . .

Balance Sheet

Asscts:

Cash ... o1
Rental equipment, net. . ..
Property and cquipment,

Investment in subsidiaries.

Goodwill and intangible
ASSELS (.. i e

Otherasscts. ............

Total Assets.............

Liabilities:

Accounts payable .. ... ..
Revolving credit facility. . .
Long-termdebt. ....... ..
Deferred income taxes ...
Other liabilities. . ........
Total liabilities ..........

Equity..................
Total liabilities and
stockholders’ equity. . ..

December 31, 2006

Williams Guarantor  Non-Guarantor
Parent Scotsman, Inc. Subsidiaries Subsidiaries Eliminations _Consolidated
$ 2 % 6 % — $ 6,177 § — 6,495
— 301,598 592,121 172,750 — 1,066,469
— 80,295 — 12,697 — 92,992
352,202 703,540 — —  (1,055,742) —
— 171,882 e 27,906 — 199,788
— 167,704 (8,614) 63,085 — 222,175
$352,204 $1,425335 $583,507 $282,615  $(1,055,742) $1,587919
$ — & 42082 § - $ 16882 % — $ 58964
— 275,018 — 21,874 — 296,892
— 605,833 —_ 13,631 — 619,464
(15,964) 158,769 _ 12,901 — 155,706
27 69,760 — 18,965 — 88,752
(15,937) 1,151,462 — 84,253 - 1,219,778
368,141 273,873 583,507 198,362 (1,055,742) 368,141
$352,204 $1.425335 $583,507 $282 615  $(1.055,742) $1,587919

December 31, 2005

Williams Guarantor  Non-Guarantor
Parent Scotsman, Inc.  Subsidiaries Subsidiaries Eliminations Consolidated
$ 74§ 272§ — 3 123§ — 5 469
— 286,997 564,923 92,709 — 944,629
— 78,220 — 2,957 — 81,177
239,111 655,420 — — (894,531) —
— 171,240 — 2,295 — 173,535
(1) 163,918 (3,720) 20,613 — 180,810
$239.184 $1,356,067 $561,203 $118,697 $ (894,531) $1,380,620
$ — % 58980 § — $§ 1,705 §% — § 60,685
— 364,150 — — — 364,150
— 505,296 — — — 505,296
(5,555) 136,598 — 9977 — 141,020
(2) 61,960 — 2,770 — 64,728
{5,557) 1,126,984 — 14,452 — 1,135,879
244,741 229,083 561,203 104,245 (894,531) 244,741
$239,184 $1,356,067 $561,203 $118,697 § (894,531) $1,380,620
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Year Ended December 31, 2006

Williams Guarantor Gul:l?;r;tor
Parent Scotsman, Inc.  Subsidiaries  Subsidiaries Eliminations  Consolidated
Results of Operations
Total revenues ............ 3 — § 513574 §$ 77577 $ 89649 § — § 680,800
Cost of sales and services . .. — 325,199 26,259 47.501 — 398,959
Grossprofit............... — 188,375 51,318 42,148 — 281,841
Selling, general and
administrative expenses . . (457) 102,313 — 13,702 — 115,558
Other depreciation and
amortization .. .......... — 14,651 — 4,071 - 18,722
Interest................... — 71,815 — 522 — 72,337
Loss on early extinguishment
ofdebt .......... P — 90 — — — 90
Intercompany interest and
management fee......... (1,401) (61,955) 51,318 12,038 — —
Income tax expense (benefit) 441 22,577 — 3,000 — 26,018
Equity in earnings of
subsidiary............... 47,699 13,943 — — (58,642} —
Net income (loss).......... $ 49,116 § 49827 § — $ 8815 § (58,642) $ 49,116
Year Ended December 31, 2005
Non-
Williams Guarantor  Guarantor
Parent Scotsman, Inc. Subsidiaries Subsidiaries Eliminations Consolidated
Results of Operations . ..... ...
Total revenues .............. $ — 8§ 475205 $ 73004 $44249 § — $ 592458
Cost of sales and services ... .. — 323,617 25,753 24,482 — 373,852
Gross profit.. ... e — 151,588 47,251 19,767 - 218,606
Selling, general and
administrative expenses . ... 71 91,357 — 5,540 — 96,968
Other depreciation and
amortization . ............. 14,097 — 2,521 — 16,618
Interest..................... (6) 91,205 — 4 — 91,203
Loss on early extinguishment of
debt... ... .. ... ... ... — 30,678 S — — 30,678
Intercompany interest and
management fee........... (47.251) 47251 — — —
Income tax expense (benefit) . . (19) (10,751) — 4,233 — (6,537)
Equity in earnings (loss} of
subsidiary. . ............... (10,278) 8,086 — — 2,192 —
Net income (loss)............ $(10,324) §  (9,661) % — § 7469  $2192 § (10,329)
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Year Ended December 31, 2006
Non-
Williams Guarantor Guarantor
Parent Scotsman, Inc. Subsidiaries Subsidiaries Eliminations Consolidated

CashFlows, ................
Cash (used in} provided by

operating activities. ....... $(79,408) $§ 60,493 §$ 31,154 3§ 89,039 $ — % 101,278
Rental equipment additions. . — (110,640) (8,850)  (44,542) — (164,032)
Cash provided by (usced in)

other investing activitics . . . — 50,431 (22,304)  (48,660) — (20,533)
Cash used in investing

activities. ................ — (60,209)  (31,154)  (93,202) — (184,565)
Proceeds fromdebt ......... — 1,001,922 — 20,802 — 1,022,724
Repayments of debt......... — (990,469) — (9,910) — (1,000,379)
Proceeds from offering of

common stock............ — 51,520 — — — 51,526
Proceeds from employce stock

purchases................ — 274 — — — 274
Proceeds from employce stock

options.................. — 8,449 — —_ — 8,449
Excess tax benefit from

exercise of stock options. . . 11,440 — — — — 11,440

Payment of dividends to
Willlams Scotsman

International ... .......... 67,297 (67,297) — — — —
Deferred financing costs . . . .. - (4,375) — — — {4,375)
Cash provided by financing

activities................. 78,737 30 — 10,892 — 89,659
Effect of change in exchange

TALES L oot 599 (271) — (674) — (346)
Net change incash.......... (72) 43 — 6,055 — 6,026
Cash at beginning of period . . 74 273 — 122 — 409

Cashatend of period ....... $ 2 5 36§ — $ 6177 $ — 3 6,495




Year Ended December 31, 2005

Non-
Williams Guarantor Gum?;ntur
Parent _Scotsman, Inc.  Subsidiaries Subsidiaries Eliminations Consolidated
Cash Flows
Cash (used in) provided by
operating activities. . ... ..., $(70) § 29320 §$ 31276 $ 6,989 $— $ 67515
Rental equipment additions. . — (108,100) (3,315)  (28.400) — (139,815)
Cash (used in) provided by
other investing activities . . . . — 37,055 (27,961) 15,416 — 24,510
Cash used in investing activities — (71,045)  (31,276)  (12,984) — (115,305)
Proceeds fromdebt .......... — 1,473,724 — — — 1,473 724
Repaymentsof debt. . ...... .. — (1,631,548) — — — (1,631,548)
Proceeds from offering of
commen stock. .. ... ... — 223,092 — — — 223,092
Proceeds from employee stock
options................... — 1,383 — — — 1,383
Payment of dividends to
Williams Scotsman
International.............. 140 (1409 — — — —
Cash (used in) provided by
other financing activities. . .. — (19,266) — — — (19,266)
Cash provided by financing
activities. ................. 140 47,245 o — — 47385
Effect of change in exchange
TAtes ... i — (5,427) — 5,362 — (65)
Net changeincash........... 70 93 — {633) — {470)
Cash at beginning of period . .. 4 181 — 754 — 939
Cash atend of period ........ $ 74 3 274 % — § 1 $— 5 469

16. Subsequent Events

On March 9, 2007, Scotsman entered into an amendment to its Amended and Restated Credit
Agreement. Under the amendment, WS Canada was released as a guarantor under the Amended and
Restated Credit Agreement, and WS Canada’s pledge of its assets was terminated. In addition, the
amendment provides that Scotsman’s pledge of WS Canada’s stock will be reduced to 65% from 100%. As
a result of the release of WS Canada from its guarantee under the Amended and Restated Credit
Agreement, its guarantee under the 8.5% Notes indenture was also released.

On March 8, 2007, the Company acquired the assets of Honolulu-based Hawaii Modular Space, Inc.,
and its sister company, Alaska Modular Space, Inc. for a purchase price of $42.5 million and additional
payments totaling $3.0 million, subject to the acquircd companies’ achieving certain financial targets.
Hawaii Modular operates three branch locations across state, while Alaska Modular manages operations
based in Anchorage. The purchased assets include 1,300 units consisting of mobile offices, storage
containers, classrooms and custom modular buildings and the related customer base. The acquisition was
financed with borrowings under the Company’s Amended and Restated Credit Agreement.




Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Under the supervision and with the participation of Corporation’s management, including the Chicf
Exccutive Officer and Chief Financial Officer, the Corporation evaluated the effectiveness of the design
and operation of the Corporation’s disclosure controls and procedures as defined in Rules 13a-15(ce) and
15d-15(e) under the Securities and Exchange Act of 1934, as amended (the “Exchange Act”) as of
December 31, 2006. Based upon that evaluation, the Corporation’s Chief Executive Officer and Chief
Financial Officer concluded that the Corporation’s disclosure controls and procedures are effective.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Corporation’s management is responsible for establishing and maintaining adequate internal
control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act. Under
the supervision and with the participation of Corporation’s management, including the Chicf Exccutive
Officer and Chief Financial Officer, the Corporation cvaluated the cffectiveness of the design and
operation of its internal control over financial reporting based on the framework in Intermal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
Based on that evaluation, the Corporation’s Chief Executive Officer and Chief Financial Officer concluded
that the Corporation’s internal control over financial reporting was effective as of December 31, 20006.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

There were no changes in the Corporation’s internal controls over financial reporting for the year
ended December 31, 2006 that have materially affected, or are reasonably likely to materially affect, the
Corporation’s internal control over financial reporting.

It should be noted that any system of controls, however well designed and operated, can provide only
reasonable, and not absolute, assurance that the objectives of the system will be met. In addition, the
design of any control system is based in part upon certain assumptions about the likelihood of future
events. Because of these and other inherent limitations of control systems, there is only reasonable
assurance that our controls will succeed in achieving their stated goals under all potential future
conditions.

Ernst & Young LLP, the Corporation’s independent registered public accounting firm, audited
management’s assessment of the effectiveness of internal control over financial reporting and, based on
that audit, issued the report set forth below,
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Report of Independent Registered Public Accounting Firm on Internal Control
Over Financial Reporting

The Board of Dircctors and Sharcholders of
Williams Scotsman International, Inc.:

We have audited management’s assessment, included in the accompanying Management's Report on
Internal Control Over Financial Reporting, that Williams Scotsman Intcrnational, Inc. maintained
effective internal control over financial reporting as of December 31, 2006, based on criteria established in
Internal Control—Intcgrated Framework issued by the Committce of Spensoring Organizations of the
Treadway Commission (the COSO criteria). Williams Scotsman International, Inc.’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectivencss of internal control over financial reporting. Our responsibility is to eXprcss an opinion on
management’s assessment and an opinion on the effectiveness of the company’s internal control over
financiul reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and cvaluating the design and operating
effectivencess of internal control, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opnion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary 1o
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the caompany’s assets that could have
a material effect on the financial statements.

Beeause of its inherent limitations, internat control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectivencss to future periods are subject 1o the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, management’s assessment that Williams Scotsman International, Inc. maintained
cffective internal control over financial reporting as of December 31, 2006, is fairly stated, in all material
respects, bused on the COSO criteria. Also, in our opinion, Williams Scotsman International, Inc.
maintained, in all material respects, effective internal control over financial reporting as of December 31,
2006, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance shects of Williams Scotsman International, Inc. and
subsidiarics as of December 31, 2006 and 2003, and the related consolidated statements of operations,
changes in stockholders” equity, and cash flows for each of the three years in the period ended
December 31, 2006, and our report dated March 9, 2007 expressed an unqualified opinion thereon.

. Ganet ¥ LLP
Baltimore, Maryland

March 9, 2007




Item 9B. Other Information

None

PART III

Items 10, 11, 12, 13, and 14.

The information required by items 10, 11, 12, 13, and 14 will be furnished on or prior to April 30, 2007
(and is hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy
statement involving the clection of directors pursuant to Regulation 14A that will contain such
information. Notwithstanding the foregoing, information appearing in the sections ‘Executive
Compensation Report of the Compensation Committee’, ‘Audit Committee Report’ and *Stock Price
Performance Graph’ shall not be deemed to be incorporated by reference in this Form 10-K.

PART IV

Item 15. Exhibits and Financial Statement Schedules.

(a)(1) Financial Statements (1). Sce Index to Financial Statements at Item 8 of this Annual Report on
Form 10-K.

(a){2) List of financial statement schedules
Financial schedules required to be filed by Item 8 of this form, and by Item 15(d) below:
Schedule [I—Valuation and Qualifying Accounts

All other financial schedules arc not required under the related instructions or are appropriate
and therefore have been omitted.

(a)(3) Exhibits




WILLIAMS SCOTSMAN INTERNATIONAL, INC. AND SUBSIDIARIES
Schedule II—Valuation and Qualifying Accounts

Year ended December 31,
2006 2008 2004
(In thousands)

Allowance for Doubtful Accounts:

Balance at beginningof theyear.............. ... .. ... .. ....... $ 812 $ o606 § 862
Allowance acquired through business acquisition .. ............. ... 1,479 — —
Provision charged toexpense. . ........ ... . . . i, 4,003 3,204 2,248
Accounts receivable written-off, net of recoveries. . ................. (2,613) (2,998) (2,504)
Balance atend of theyear ........... .. ... ... .. ... . ... ... .... $ 3681 § 812 $§ 606
Valuation Allowance For Deferred Tax Asscts:
Balance at beginning ofyear .. ... ..., .. . $2314 $5232 34802
Provision charged toexpense. . ................. ... ... ... 806 — 430
Reductions recorded as income tax benefits. ., ..................... (2,258) — —
Otherreductions .......... . . — (2918) —
Balance atendofyear. ... .. .o $§ 862 $ 2314 § 5232
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EXHIBITS TO FORM 10-K
WILLIAMS SCOTSMAN INTERNATIONAL, INC.

EXHIBIT INDEX
Exhibit No. Description of Document
31 Amended and Restated Certificate of Incorporation of Williams Scotsman International, Inc.

3.2

4.1

4.2

4.3

44

4.5
10.1

10.2

(Incorporated by reference to Exhibit 3.1 of the Form 8-K filed on October 4, 2005
(Commission file no, 000-51521)).

Amended and Restated By-laws of Williams Scotsman International, Inc. {(Incorporated by
reference to Exhibit 3.2 of the Form 8-K filed on September 23, 2005 (Commission file no.
000-51521)).

Form of Exchange Note (Incorporated by reference to Exhibit B of Exhibit 4.7 of the
Company’s Registration Statement on Form S-4 filed on October 25. 2005) (Commission file
no. 333-129222)

Indenture, dated as of September 29, 2005, among Williams Scotsman, Inc., Williams
Scotsman International, Inc. Evergreen Mobile Company, Space Master International, Inc.,
Truck & Trailer Sales, Inc. and Williams Scotsman of Canada, Inc. as Guarantors, Willscot
Equipment, LLC, as Subordinated Guarantor and The Bank of New York as Trustee,
including exhibits thereto, the form of the initial note and the form of the exchange note.
(Incorporated by reference to Exhibit 4.7 of the Company’s Registration Statement on
Form §-4 filed on October 25, 2005) {Commission file no. 333-129222)

Registration Rights Agreement, dated as of September 29, 2005, among Williams

Scotsman, Inc., Williams Scotsman International, Inc. Evergreen Mobile Company, Space
Master International, Inc., Truck & Trailer Sales, Inc. and Williams Scotsman of Canada, Inc.,
Willscot Equipment, LLC, and Deutsche Bank Securities Inc. (Incorporated by reference to
Exhibit 4.8 of the Company’s Registration Statement on Form 5-4 filed on October 25, 2005)
(Commission file no. 333-129222)

Registration Rights Agreement, dated as of April 18, 2006, by and among Williams
Scotsman, Inc., as issuer, Williams Scotsman International, Inc., Evergreen Mobile Company,
Space Master International, Inc., Truck & Trailer Sales, Inc., Williams Scotsman of

Canada, Inc., as guarantor, and Deutsche Bank Securities Inc., Banc of America

Securities LLC and Lehman Brothers Inc., as purchasers. (Incorporated by reference to
Exhibit 4.1 of the Company’s current report on Form 8-K dated April 18, 2006}

Consent Letter of Williams Scotsman International, Inc.

Williams Scotsman International, Inc. 2005 Omnibus Award Plan. (Incorporated by reference
to Exhibit 10.1 of Williams Scotsman International Inc.’s Registration Statement on Form §-1
filed on September 12, 2005 (Commission file no. 333-124459).

Investor Stockholders Agreement, dated as of May 22, 1997, among the Company, Scotsman
Partners, L.P., Cypress Merchant Banking Partners, L.P., Cypress Offshore Partners, L.P.,
Odyssey Partners, L.P., Barry P. Gossett, BT Investment Partners, Inc. and certain other
stockholders. (Incorporated by reference to Exhibit 10.3 of Williams Scotsman, Inc.’s
Registration Statement on Form $-4 (Commission file no, 333-30753)).




10.3

1014

10.5

10.6

10.7

10.8

10.9

10.10

13.11

Amendment No. | to Investor Stockholders Agreement, dated as of September 1, 1998, among
the Company, Cypress Merchant Banking Partners, L.P., Cypress Offshore Partners, L.P.,
Odysscy Partners, L.P., Scotsman Partners, L.P. , Barry P, Gossett, and BT Investment
Partners, Inc. (Incorporated by reference to Exhibit 10,3 of Williams Scotsman, Inc.’s 1998
Form 10-K}.

Management Stockholders’ and Optionholders’ Agreement, dated as of September 14, 1998,
among the Company, Cypress Merchant Banking Partners, L.P., Cypress Offshore Partners,
L.P., Scotsman Partners, L.P., and certain management stockholders of the Company
(Incorporated by reference to Exhibit 10.4 of Williams Scotsman, Inc. annual report on
Form 10-K for the year ended December 31, 1998).

Amendment No. 1 to Management Stockholders’ and Optionholders’ Agreement, dated as of
September 23, 2005, among the Company, Cypress Merchant Banking Partners L.P., Cypress
Offshore Partners, L.P., Scotsman Partners, L.P. and certain management stockholders of the
Company. (Incorporated by reference to Exhibit 10.5 of the Company’s Registration
Statement on Form S-4 filed on Qctober 25, 2005) (Commission file no. 333-129222).

Williams Scotsman, Inc. Exccutive Deferred Compensation Plan. {Incorporated by reference
to Exhibit 10.6 of Williams Scotsman International Inc.’s Registration Statement on Form S-1
filed on July 8, 2005 (Commission file no. 333-124459).

Scotsman Holdings, Inc. 1994 Employee Stock Option Plan. (Incorporated by reference to
Exhibit 10.11 of the Williams Scotsman, Inc.’s annual report on Form 10-K for the year ended
December 31, 1994).

Scotsman Holdings, Inc. Amended and Restated 1997 Employee Stock Option Plan.
(Incorporated by reference to Exhibit 10.7 of Williams Scotsman, Inc.’s annual report on
Form 10-K for the year ended December 31, 1998).

Credit Agreement, dated as of March 26, 2002, by and among Williams Scotsman
International, Inc., Williams Scotsman, Inc., various financial institutions named therein,
Bankers Trust Company, as administrative agent, Fieet Capital Corporation and Congress
Financial Corporation as Co-Syndication Agents, Bank of America, N.A. and GMAC Business
Credit, LLC as Co-Documentation Agents, and Deutsche Banc Alex. Brown Inc. as Sole Lead
Arranger and Sole Book Manager. (Incorporated by reference to Exhibit 10.1 to Williams
Scotsman, In¢.’s Registration Statement on Form S-4 (Commission file no. 333-86482)).

First Amendment dated as of February 27, 2003 among Williams Scotsman International, Inc.,
Williams Scotsman, Inc., the lenders from time to time party to the credit agreement and
Deutsche Bank Trust Company Americas, as Administrative Agent. (Incorporated by
reference to Exhibit 10.12 of Williams Scotsman, Inc.’s annual report on Form 10-K for the
year ended Deceember 31, 2002).

Second Amendment dated as of August 11, 2003, among Williams Scotsman

International, Inc., Williams Scotsman, Inc., the tenders from time to time party to the credit
agrecment and Deutsche Bank Trust Company Americas, as Administrative Agent.
(Incorporated by reference to Exhibit 10.1 of Williams Scotsman, Inc.’s current report on
Form 8-K dated August 27, 2003).
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10.12

10.13

10.14

10.15

10.16

10,17

10.18

10.19

10.20

10.21

Third Amendment dated as of December 22, 2003, among Williams Scotsman

International, Inc., Williams Scotsman, Inc., the lenders from time to time party to the credit
agreement and Deutsche Bank Trust Company Americas, as Administrative Agent.
(Incorporated by reference to Exhibit 10.12 of Williams Scotsman, Inc.’s annual report on
Form 10-K for the year ended December 31, 2003).

Fourth Amendment dated as of September 24, 2004, among Williams Scotsman
International, Inc., Williams Scotsman, Inc., the lenders from time to time party to the credit
agreement and Deutsche Bank Trust Company Americas, as Administrative Agent.
(Incorporated by reference to Exhibit 10.2 of Williams Scotsman, Inc.’s quarterly report on
Form 10-Q for the three and nine months ended September 30, 2004).

Fifth Amendment dated as of April 15, 2005, among Williams Scotsman International, Inc.,
Williams Scotsman, Inc., the lenders from time to time party to the credit agreement and
Deutsche Bank Trust Company Amcricas, as Administrative Agent. (Incorporated by
reference to Exhibit 99.1 of the Company’s current report on Form 8-K dated April 15, 2005).

Scotsman Holdings, Inc. 2003 Employee Stock Option Plan. (Incorporated by reference to
Exhibit 10.13 of Williams Scotsman, Inc.’s annual report on Form 10-K for the year ended
December 31, 2003).

Severance Agreement and General Release for Shalom M. Taragin dated January 21, 2005.
(Incorporated by reference to Exhibit 10.14 of Williams Scotsman, Inc.’s annual report on
Form 10-K for the year ended December 31, 2004).

Employment Agreement for Robert C. Singer dated March 25, 2005. (Incorporated by
reference to Exhibit 10.15 of Williams Scotsman, Inc.’s annual report on Form 10-K for the
year ended December 31, 2004),

Form agreement of Stock Option Plan Grant. (Incorporated by reference to Exhibit 10.16 of
Williams Scotsman, Inc.’s annual report on Form 10-K for the year ended December 31, 2004).

Option Extension Amendment, dated March 25, 2005. (Incorporated by reference to
Exhibit 10.1 of the Company’s quarterly report on Form 10Q for the period ended March 31,
2008).

Amended and Restated Credit Agrecment, dated as of June 28, 2005, among Williams
Scotsman International, Inc., Williams Scotsman, Inc., the lenders party thereto from time to
time, Bank of America, N.A., as Administrative Agent, Deutsche Bank Trust Company
Americas, as Syndication Agent, Citicorp USA, Inc., Wells Fargo Bank, N.A. and Lehman
Commercial Paper Inc., as Co-Documentation Agents, and Banc of America Securities LLC
and Deutsche Bank Securities Inc., as Co-Lead Arrangers and Joint Book Runners
(Incorporated by reference to Exhibit 10.1 of Williams Scotsman, Inc.’s quarterly report on
Form 10-Q for the quarter ended June 30, 2005).

Amended and Restated U.S. Subsidiaries Guaranty dated as of March 26, 2002 and restated as
of June 28, 2005, made by Willscot Equipment LLC, Space Master International, Inc., Truck &
Trailer Sales, Inc. and Evergreen Mobile Company. (Incorporated by reference to

Exhibit 10.23 of Williams Scotsman International Inc.’s Registration Statement on

Form S-1 filed on July 8, 2005 (Commission file no. 333-124459)).




10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

Amended and Restated U.S. Pledge Agreement dated as of March 26, 2002, amended and
restated as of August I8, 2003, and amended and restated as of June 28, 2005, made by
Willtams Scotsman International, Inc., Williams Scotsman, Inc., Willscot Equipment LLC,
Space Master International, Inc., Truck & Trailer Salcs, Inc. and Evergreen Mobile Company
to Bank of America, N.A., as collateral agent and acknowledged and agreed to by U.S. Bank
National Association, as trustee (Incorporated by reference to Exhibit 10.3 of Williams
Scotsman, Inc.’s quarterly report on Form 10-Q for the quarterly period ended June 30, 2005).

Amended and Restated U.S. Sccurity Agreement dated as of March 26, 2002, amended and
restated as of August 18, 2003, and amended and restated as of June 28, 2005, made by
Williams Scotsman International, Inc., Williams Scotsman, Inc., Willscot Equipment LLC,
Space Master International, Inc., Truck & Trailer Sales, Inc. and Evergreen Mobile Company
in favor of Bank of America, N.A,, as Collateral Agent and acknowledged and agreed to by
U.S. Bank National Association, as trustee (Incorporated by reference to Exhibit 10.4 of
Williams Scotsman, Inc.’s quarterly report on Form 10-Q for the quarterly period ended

June 30, 2005).

Amended and Restated Canadian Security Agreement dated as of March 26, 2002, amended
and restated as of August 18, 2003 and amended and restated as of June 28, 2005, madc by
Williams Scotsman of Canada, Inc. to and in favor of Bank of America, N.A., as Collateral
Agent for the benefit of the Secured Creditors named thercin (Incorporated by reference to
Exhibit 10.5 of Williams Scotsman, Inc.’s quarterly report on Form 10-Q for the quarterly
period ended June 30, 2005).

Amended and Restated Canadian Subsidiary Guarantee dated as of March 26, 2002, amended
and restated as of June 28, 2005, made by Williams Scotsman of Canada, Inc., to and in favor
of the Secured Creditors named therein and Bank of America, N.A., as Collateral Agent
(Incorporated by reference to Exhibit 10,6 of Williams Scotsman, Inc.’s quarterly report on
Form 10-Q for the quarterly period ended June 30, 2005).

Bond Pledge Agreement dated as of June 28, 2005 by Williams Scotsman of Canada, Inc. in
favour of the Collateral Agent and Secured Creditors therein defined. {(Incorporated by
reference to Exhibit 10.28 of Williams Scotsman International Inc.’s Registration Statement on
Form S-1 filed on July 8, 2005 (Commission file no. 333-124459)).

Employment Agreement among Gerard E. Holthaus, Williams Scotsman International, Inc.
and Williams Scotsman, Inc., dated as of September 23, 2005. (Incorporated by reference to
Exhibit 10.29 of the Company’s Registration Statement on Form S-4 filed on October 25,
2005) (Commission file no. 333-129222).

Employment Agreement among Joseph F. Donegan, Wiiliams Scotsman International, Inc.
and Williams Scotsman, Inc., dated as of September 23, 2005. (Incorporated by reference to
Exhibit 10.30 of the Company’s Registration Statement on Form $-4 filed on October 25,
2005) (Commission file no. 333-129222).

Employment Agreement among William C. LeBuhn, Williams Scotsman International, Inc.
and Williams Scotsman, Inc., dated as of September 23, 2005, (Incorporated by reference to
Exhibit 10.31 of the Company’s Registration Statement on Form $-4 filed on October 25,
2005) (Commission file no. 333-129222).
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10:.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

L(.38

Employment Agreement among Robert C. Singer, Williams Scotsman International, Inc. and
Williams Scotsman, Inc., dated as of Scptember 23, 2005. (Incorporated by reference 1o
Exhibit 10.32 of the Company’s Registration Statement on Form §-4 {iled on October 25,
2005) (Commission file no. 333-129222).

Employment Agreement among John B. Ross, Williams Scotsman International, Inc. and
Williams Scotsman, Inc., dated as of September 23, 2005. (Incorporated by reference to
Exhibit 10.33 of the Company’s Registration Statement on Form $-4 filed on October 25,
2003) (Commission file no. 333-129222).

Form of Nonqualified Stock Option Agreement for grants under the Williams Scotsman
International, Inc. 2005 Omnibus Award Plan. {Incorporated by reference to Exhibit 10.34 of
Williams Scotsman International Inc.’s Registration Statement on Form §-1 filed on

August 25, 2005 (Commission file no. 333-124459)).

Form of Restricted Stock Unit Agreement for awards under the Williams Scotsman
International, Inc. 2005 Omnibus Award Plan. (Incorporated by reference to Exhibit 10.35 of
Williams Scotsman International Inc.’s Registration Statement on Form §-1 filed on

August 25, 2005 (Commission file no. 333-124459}).

Williams Scotsman International, Inc. 2005 Employee Stock Purchase Plan, (Incorporated by
reference to Exhibit 10.36 of Williams Scotsman International Inc.’s Registration Statement on
Form S-1 filed on August 25, 2005 (Commission file no. 333-124459)).

Form of Option Exercise Notice for Gerard E. Holthaus, Joseph F. Doncgan, William C.
LeBuhn and John B. Ross. (Incorporated by reference to Exhibit 10.37 of Williams Scotsman
International Inc.’s Registration Statement on Form S-1 filed on September 12, 2005
{Commission file no. 333-124459)).

Purchase Agrecement, dated as of September 20, 2005, among Williams Scotsman, Inc.,
Williams Scotsman [nternational, Inc., Evergreen Mobile Company, Space Master
International, Inc., Truck & Trailer Sales, Inc., Williams Scotsman of Canada, Inc., Willscot
Equipment, LLC, Deutsche Bank Securities Inc., Banc of America Securities LLC, Citigroup
Global Markets Inc,, Lehman Brothers Inc. and CIBC World Markets Corp. (Incorporated by
reference to Exhibit 10,38 of the Company’s Registration Statement on Form 5-4 filed on
Qctober 25, 2005) (Commission file no. 333-129222).

Purchase Agreement, dated as of September 20, 2005, among Williams Scotsman, Inc.,
Williams Scotsman International, Inc., Evergrecn Mobile Compuny, Space Mastcr
International, Inc., Truck & Trailer Sales, Inc., Williams Scotsman of Canada, Inc., Willscot
Equipment, LLC, Deutsche Bank Securitics Inc. (Incorporated by reference to Exhibit 10.39 of
the Company’s Registration Statement on Form $-4 filed on October 25, 2005) (Commission
file no. 333-129222).

Purchase Agrcement, dated as of April 12, 2006, among Williams Scotsman, Inc., Williams
Scotsman International, Inc., Evergreen Mobile Company, Space Master International, Inc,,
Truck & Trailer Sales, Inc., Williams Scotsman of Canada, Inc., Willscot Equipment, LLC,
Deutsche Bank Securities Inc., Banc of America Securities LLC, and Lehman Brothers Inc.
{Incorporated by reference to Exhibit 10.38 of the Amendment No. 1 to the Company’s
Registration Statement on Form S-1) (Commission file no. 333-133222).
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Purchase Agreement, dated as of April 12, 2006, among Williams Scotsman, Inc., Williams
Scotsman International, Inc., Evergreen Mobile Company, Space Master International, Inc.,
Truck & Trailer Sales, Inc., Williams Scotsman of Canada, Inc., Willscot Equipment, LLC and
Deutsche Bank Securitics Inc. (Incorporated by reference to Exhibit 10.39 of the Amendment
No. | to the Company’s Registration Statement on Form $-1) (Commission file

no. 333-133222}).

First Amendment to the Amended and Restated Credit Agrecment, dated as of April 12, 2006,
among Williams Scotsman International, Inc., Williams Scotsman, Inc., the lenders named
therein and Bank of America, N.A., as Administrative Agent and Issuing Lender.
(Incorporated by reference to Exhibit 10.40 of the Amendment No. 1 to the Company’s
Registration Statement on Form S-1) (Commission file no. 333-133222).

Second Amendment to the Amended and Restated Credit Agreement, dated as of
November 10, 2006, among Williams Scotsman International, Inc., Williams Scotsman, Inc.,
the lenders named therein and Bank of America, N.A., as Administrative Agent and Issuing
Lender. (Incorporated by refetence to Exhibit 10.2 of the Company’s quarterly report on
Form 10-Q for the quarterly period ended September 30, 2006).

Williams Scotsman International, Inc. Executive Deferred Compensation Plan (the “Plan™)
effective July 25, 2006. (Incorporated by reference to Exhibit 10.1 of the Company’s quarterly
report on Form 10-Q for the quarterty period ended Junc 30, 2006).

Williams Scotsman International, Inc. 2005 Restricted Stock Unit Agreement. (Incorporated
by reference to Exhibit 10.2 of the Company’s quarterly report on Form 10-Q for the quarterly
period ended June 30, 2006).

Share Purchase Agreement dated August 18, 2006, among Williams Scotsman Hispania, S.L.,
and Mr. Francisco Augusto de Villa Molina, La Rebeldia, S.L., E.M.C. Promociones y
Construcciones, S.A.,and Ms. Maria-Amparo de Villa Molina, shareholders of Wiron
Construcciones Modulares, S.A. (incorporated by reference to Exhibit 2.1 of the Company’s
current report on Form 8-K duted August 24, 2006).

Amendment to Various Credit Documents, dated as of March 9, 2007, among Williams
Scotsman International, In¢., Williams Scotsman, Inc., the lenders named therein and Bank of
Amcrica, N.A., as Administrative Agent and Issuing Lender.

Subsidiarics of Registrant.
Consent of Ernst & Young LLP.

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 for Gerard E.
Holthaus, Chicf Exccutive Officer of the Company.

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 for Robert C. Singer,
Chief Financial Officer of the Company.

Certification pursuant to Section Y06 of the Sarbanes-Oxley Act of 2002 for Gerard E.
Holthaus, Chief Executive Officer of the Company.

Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 for Robert C. Singer,
Chief Financial Officer of the Company.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

WILLIAMS SCOTSMAN INTERNATIONAL, INC.

By: /s/ Gerard E. Holthaus
Gerard E. Holthaus
Chief Executive Officer

Dated: March 12, 2007

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Name Capacity Date
/s/ Gerard E. Holthaus Chairman, President, Chicf March 12, 2007
Gerard E. Holthaus Executive Officer, and Director

{principal executive officer)

/s{ Robert C. Singer Exccutive Vice President, and March 12, 2007
Robert C. Singer Chief Financial Officer

(principal financial and

accounting officer)

/s/ James N. Alexander Director March 12, 2007
Jamcs N. Alexander

{s/ Michael F. Finley Director : March 12, 2007
Michael F. Finley

/s/ Steven B. Gruber Director March 12, 2007
Steven B. Gruber

/s/ Stephen A. Van Oss Director March 12, 2007
Stephen A. Van Oss

fs/ James L. Singleton Director March 12, 20067
James L. Singleton

/s/ James A. Flick, Jr. Director March 12, 2007
James A. Flick, Jr.

/s/ Alan D. Wilson Director March 12, 2007

Alan D. Wilson




Executive Officers

Company Information

Gerard E. Holthaus
Chairman, President, and
Chief Executive Officer

Joseph F. Donegan
Executive Vice President,
U.S. Field Operations

Robert C. Singer
Executive Vice President and
Chief Financial Officer

William C. LeBuhn
Senior Vice President and

Chief Administrative Officer

John B. Ross
Vice President and General Counsel

Board of Directors

Gerard E. Holthaus

Chairman, President, and

Chief Executive Officer

Williams Scotsman International, Inc.

James N. Alexander
Directar

Michael F. Finley
Director

James A. Flick, Jr.
Director, Chairman of Audit Committee

Steven B. Gruber
Ciirector, Chairman of Compensation
Committee

James L. Singletan
Uirector, Chairman of Neminating and
Giovernance Committee

Stephen A. Van Oss
(lirectar

Alan D. Wilson
Clirector

Corporate Headquarters
Williams Scotsman International, Inc.
8211 Town Center Drive

Baltimore, Maryland 21236
800.638.63963

Annual Meeting
Williams Scotsman Internatianal, Inc.’s 2006 Annual Meeting of Stockholders will be held on
April 26, 2007, at our corporate headquarters in Baltimore, Maryland.

Stockholder Services
To transfer securities, please contact Begistrar and Transfer Company at 1.8C0.368.5948; ar write
to 10 Commaerce Drive, Cranford, NJ 07016,

Stock Exchange Information
In the United States, Williams Scotsman International, Inc. common stock is listed on the
National Association of Securities Dealers, Inc. (NASDAQ) undar the ticker symbal WLSC.

Internet Address Information

Visit Williams Scotsman online at www.willscot.com for mora information about the company
and our products and services. For detailed news and information, please visit our Media
Relations site at http://www.willscot.com/mediarelations and our Investor Relations site at

http://icwillscot.com.

Corporate Governance

Williams Scotsman is committed to conducting business activities with honesty and integrity. Qur
corporate governance guidelines reflect the interests of stockholders, employees, and cusiomers.
The Board of Directors is entrustad with the responsibility of guiding management to achieve
business performance objectives, of cverseeing the cempany's accounting and financial reporting
processes, and of specifying our corporate code of ethics. The Board is further charged with the
duty of monitering the effectiveness of management policies and decisions, and of holding
senior management accountable for the achievement of company strategic and operational goals.

The company's corporate governance hotline can be reached by dialing: 1-800-944-4837.

All statements other than statements of historical fact included in this Annual Report are forward-
lnoking statements and inveolve expectations, beliefs, plans, intentions or sirategies regarding the
future.  Although the Company believes that the expectations reflected in these forward-locking
statements are reasonable, it assumes no responsibility for the accuracy and completeness of these
forward-looking statements and gives no assurance that these expectations will prove to have been
correct. Important factors that could cause actual results to differ materially from the Company's
expectations are disclosed under "Risk Factors™ and elsewhere in the Company's 10-K, 10-Q and other
SEC filings. The Company assumes no obligation to update any forward-looking statement.




WILLIAMS SCOTSMAN'S COMMITMENT

With a branch network of more than 100 offices across
North America and Span, Williams Scotsman combines
local market responsiveness with international scale and
efficiency. The breadth of our solutions — from maobite
offices and portable classrooms ta storage containers and
permanent modular buildings — enatles a one-stop solution
for alt customer space needs. Qur legacy of market
leadership, for mare than 50 years, demonstrates that

customers count on us as a long-term partrer.
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